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INTRODUCTION: THE CONTRACT STATE AND 
THE FUTURE OF PUBLIC MANAGEMENT 


IAN KIRKPATRICK AND MIGUEL MARTÍNEZ LUCIO 


This special edition looks at some of the radical changes which have taken place 
in the management and organization of the public sector. We focus, in particular, 
on the well-documented separation of purchaser and provider roles and on the 
extensive use of contract and market relations. From the stand-point of 
Conservative governments, the objective of these reforms was to expose the 
providers of public services to the dynamics of a competitive market and (in 
theory) force them to become more innovative and financially effective. Critics 
however have questioned these claims, arguing that the advent of contract 
relations is merely a form of de facto privatization, leading to the eventual 
dismemberment of the welfare state (Stoker 1989). Whatever the case, it is clear 
that an increasing proportion of ‘public’ services are being re-organized — around 
contracts — in a way which has never been seen before. 

In this introduction the term ‘contract state’ is used to loosely describe these 
upheavals. We take the view that a significant re-organization of the public sector 
is underway, one which explicitly challenges its value system and bureaucratic 
traditions. At the same time however we are also aware of the problems of over 
generalization, like most of the contributors we are especially conscious of the 
fact that the introduction of contract relations has been (and remains) a complex, 
uneven and contested process. 

Most of the articles included in this special edition originate from the 1994 
Employment Research Unit conference, The Contract State? The Future of Public 
Management’. This event brought together academics from a range of disciplines 
including: political science, social policy, organizational behaviour, industrial 
relations and human resource management. The combining of disciplines had 
many positive results, the most important being the elaboration of a critical 
understanding of recent developments. 

The aim of this introduction is both to review the work of the contributors and 
briefly discuss the origins of the contract state. We do so by firstly locating the 
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emergence of contract relations in a wider historical and structural context. 
Following this we consider the variety of intellectual ideas which government 
policy makers have used as points of reference and legitimation. We then 
introduce the work of the contributors through a discussion of the problems and 
contradictions which have arisen from the use of contracts. Finally we discuss 
the future trajectory of these developments and the possible impact of a future 
Labour government. 


STRUCTURAL FACTORS FOR CHANGE 


As most readers of this journal will know, there has been a proliferation of 
writing on the emergence of ‘new public management’ and contract relations. 
Much of this literature however fails to offer sound explanations as to why 
change has occurred. While some authors do try to identify antecedents for 
change (Hood 1991), others focus almost entirely on pragmatic concerns relating 
to the ‘effectiveness’ of various kinds of management practice (see, for example, 
Willcocks and Harrow 1992). For this reason, we believe that it is important to try 
and contextualize and explain the emergence of ‘contract relations’ by looking at 
wider historical, economic and political factors. 

Useful starting points for such an investigation (which seem to have been 
neglected in recent years) are the classic frameworks developed by O’Connor 
(1973) and Offe (1984). These authors are notable for the way they draw attention 
to fundamental tensions which characterize any modern state; that is, a tension 
between the state’s role as a provider of welfare services and its role as a 
stabilizer of the economy. In Britain, since the 1970s these tensions were 
manifested through a state fiscal crisis which imposed constraints on resources at 
a time when new and increasingly politicized consumer demands and 
expectations were starting to emerge (demands which naturally implied some 
increase in welfare expenditure) (Hambleton 1994). These contradictory 
pressures forced governments (both Conservative and Labour) to seek ways in 
which to ‘re-commodify’ ‘non-productive’ public services, increase their 
efficiency and reduce costs. This ‘re-commodification’ meant changing the 
internal organization of the state to make it more compatible with political 
demands and the requirements of capital accumulation (Cousins 1987, pp. 57-64). 

In Britain, this pressure to ‘re-commodify’ public services led to a variety of 
(sometimes contradictory) policy decisions. The most straight forward method 
was to privatize entire public utilities or enterprises (Marsh and Rhodes 1993; 
Morgan 1995). However, where full privatization was not an (immediate) option 
(namely in core welfare areas of the public sector), governments settled instead 
for programmes of administrative reform. Such reforms had, of course, ‘been 
pursued with varying degrees of success and enthusiasm since the late 1960s (see 
for example, Leach et al. 1994, pp. 15-44). However it was only in the 1980s that 
Conservative governments made a concerted effort to promote new manage- 
ment practices throughout the public sector. As most readers will know, this was 


associated with the introduction of tight fiscal controls in local and aaa \ 
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government, general management in the NHS and the widespread use of 
performance indicators (Carter et al. 1992). A key aim of these reforms was to 
ensure that public services were ‘managed’ in the interests of ‘efficiency’ and 
‘economy’, according to precepts of ‘technical rationality’ (Ferlie 1994; 
Kirkpatrick et al. 1996). These changes also took place within the existing 
‘bureaucratic’ structure of the public sector and, in some cases, actually 
reinforced it (Cousins 1987; Pollitt 1990). 

It might be argued that these administrative reforms were an essential pre- 
condition for the more systematic attempts to re-commodify public services- 
through contracts and quasi-markets— which followed in the late 1980s and early 
1990s. As we mentioned above, the latter involved not only a strengthening of 
management and financial controls per se, but also the re-structuring of whole 
public organizations. That is, through a formal separation of purchasing 
(planning) from provision (delivery) and the extensive use of ‘contract’ and 
‘market’ relations. 

Most would agree that changes have been radical. Some have even gone so far 
as to argue that we are now witnessing the development of a more decentralized, 
nonbureaucratic, ‘post-Fordist’ state in which government’s role is one of 
steering, not rowing (Osborne and Gaebler 1992; also see Hoggett 1991; Burrows 
and Loader 1994). For us, however, the key point to make is that the introduction 
of ‘contract relations’, although a relatively new phenomenon, is also the result 
(ultimately) of structural factors, existing in any modern state, which generate 
pressure for ‘re-commodification’ and internal organizational reforms. We also 
argue that, in the British context, the use of contracting and market mechanisms 
signified a development in the policies of Conservative governments. That is, 
from an almost exclusive concern with the control of inputs during the early 
1980s (through topdown management and performance indicators), to an 
interest in the question of outcomes, notions of ‘consumerism’ and ‘quality 
improvement’ (Kirkpatrick and Martinez Lucio 1995). 


INTELLECTUAL INFLUENCES AND POINTS OF LEGITIMATION 


Of course, when we talk about the new ‘contract relations’ which are being 
introduced into the public sector, we are referring neither to a homogeneous set 
of practices nor to intellectual ideas. On the contrary, in Britain the introduction 
of contracting has been a complex and uneven process in which different 
interpretations of the contracting process, and different structural arrangements, 
have been possible. 

A key point to make is that policy makers continue to draw upon a diversity of 
intellectual ideas to justify and support the introduction of contracts and market 
mechanisms. Amongst these, a particularly important influence was New Right 
public choice theory. This argued that exit mechanisms were the only way of 
reforming ‘inefficient’ bureaucratic agencies because they give rise to market-like 
pressures on public servants (Tiebout 1956). Drawing from neo-classical 


oo theory, market relationships were seen as limiting the tendency for 
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organizations to avoid economic ‘realities’. Whilst there can be no doubt that 
various preconditions make market relations more efficient than bureaucratic 
approaches (Williamson 1975), the overall thrust of New Right public choice 
theory was (and is) that, overall, the former are likely to lead to more efficient, 
better quality public services (inter alia Burke and Goddard 1990). 

The notion of choice and exit has been constructed within the New Right as 
the most effective and efficient type of democratic and administrative process 
(see Self 1993, pp. 56-60), in opposition to public bureaucratic procedures and 
traditional democratic procedures which lead to exponential expenditure 
patterns. Such ‘superior’ democratic practices as choice and exit mechanisms 
may necessitate, as far as the New Right are concerned, strong government that 
constrain any further ‘politicization’ emerging from ‘procedural democracy’ and 
bureaucratic tendencies (Buchanan 1986). In Britain this has been to a certain 
extent achieved by prioritizing market relations within the economy and within 
the internal organization of the state itself through ‘strong’ government (Gamble 
1988). Hence within the intellectual and political spheres of the New Right and 
their allies, alternative democratic processes in the form of exit mechanisms have 
been ambiguously related to relatively ‘authoritarian’ political mechanisms (see 
Hall 1988). Many of the papers in this issue pick up on and develop this 
ambiguous relationship between ‘choice’ mechanisms and assertive adminis- 
trative procedures, between decentralization and centralization (cf. Hoggett, this 
volume). 

It is always tempting to view the New Right as the primary source of ideas 
influencing politicians and policy makers. However, recent developments in the 
Antipodean and American context suggest that this is only partially true (see 
Domberger and Hall in this volume). Even in Britain, a range of ideologies have 
acted as important points of legitimation for the development of contract 
relations within the state. It might even be argued that New Right ideas were so 
influential precisely because they were combined with and succeeded in 
articulating other intellectual currents. Of particular importance here is the 
management and organization literature which, like the New Right, has focused 
on a critique of ‘bureaucracy’. This critique is an important theme in the writing 
of numerous management gurus, including those interested in ‘excellence’, Total 
Quality Management and, most recently, Business Process Re-engineering (Peters 
and Waterman 1982; Grint 1994; Huczynski 1993). It has also been an issue 
with those concerned with new ‘post modern’ organizational forms and the 
management of contracts and networks (Clegg 1990, pp. 176-207; Powell 1990). 

What we argue is that these diverse intellectual currénts have acted both as 
points of origin and points of legitimation. Although the New Right was a 
crucial source of ideas, it is no longer the only point of reference for government 
policy makers. The new contract relations are not founded purely on New Right 
reasonings, but on the way in which these were able to use other interpretations 
and developments (notably from the management and organization literature). 
This, in turn, has created a degree of complexity within the development of the 


contract state and a degree of political fragility. \ 
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This relative complexity is also illustrated by the way actors within the state, 
such as professionals and regional tiers of administration, have responded to and 
engaged with the development of contract relations. In some cases the impact of 
central government policies has been mediated by local administrations intent on 
developing their own interpretations and practices. One example of this is the 
way some local authorities (for example, in Wales) restricted the role of private 
firms in compulsory competitive tendering (Painter 1991). The article by Bennett 
and Ferlie also illustrates how alternative uses and definitions of contracting are 
emerging in different parts of the National Health Service. Given this, it can be 
further argued that the introduction of ‘contract’ and ‘market’ mechanisms is not 
a wholly unproblematic or uncontested process. Within certain limits, local 
actors at different levels of the public sector have been successful in negotiating 
and mediating the impact of contract relations. This, in turn, has helped to 
increase the ideological and organizational variety of contract relations, leading 
to a range of outcomes and organizational forms (Dunleavy and Hood 1994; 
Ranadé 1995). At the same time however, one should not over-exaggerate this 
process of negotiation and mediation. Regardless of the alternative uses and 
organizational forms that may have emerged, actors still operated within tight 
fiscal controls and have been unable to avoid (or are uninterested in avoiding) 
certain negative outcomes (for example, in employment terms) associated with 
the introduction of contracting and new management practices generally (Byrne 
1995). 


ORGANIZATIONAL OUTCOMES AND CONTRADICTIONS 


So far we have argued that the introduction of contract relations has been both 
uneven and contested. What we have failed to address however are the new 
problems and contradictions which are emerging as a consequence of managing 
public services through contracts. Our aim in this section is therefore to consider 
these problems and to do so by referring to the work of the special edition 
contributors. In particular, three main issues are discussed: the problem of 
control; the inefficiencies which have arisen out of the practice of contracting; 
and the question of outcomes. 

The first point to make is that the use of contract relations is creating new 
problems for governments in terms of how they maintain overall control and co- 
ordination. In particular it has become more difficult to find an appropriate 

. balance between centralization and decentralization. Some, like Paul Hoggett (in 
this volume) argue that there has been an overall shift in the mode of control 
from ‘bureaucratic’ to ‘post modern’. This shift has however been incomplete 
and, if anything, is leading to a kind of highly unstable ‘centralized 
decentralization’ whereby the state retains overall control but allows different 
actors some degree of responsible autonomy. The same kind of dilemma is 

y described in the article by White on personnel management and industrial 
relations. A key objective of Conservative governments, he argues, has been to 
poire cost savings by decentralizing the management of labour and 
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encouraging local (or regional) pay bargaining. This decentralization has 
however been thwarted by interests within government (for example, the 
Treasury) which prefer to maintain greater central control over pay due to the 
fear of the rising cost of decentralized bargaining. 

A second issue relates to the specific (largely unintended) administrative 
problems which have arisen from the use of contracts in practice. This is given 
considerable attention in the article by Deakin and Walsh on contracting in local 
government. The use of contract relations, they argue, is leading to new sets of 
constraints, such as more inflexible definitions of service and increasingly 
financially driven understandings of the purpose of public services. The article 
by Charlesworth, Clarke, and Cochrane on social services, also focuses on the 
unintended consequences of contracting. They describe, for example, how new 
‘market-based’ forms of organization tend to undermine collaboration between 
providers and purchasers and how this, in turn, is having a negative impact on 
policy formulation. Finally, Bennett and Ferlie show how different interpreta- 
tions of contracting in the NHS can have more or less damaging consequences for 
patients and professionals. 

These unforeseen administrative problems associated with the practice of 
contracting relate to wider questions of whether or not new competitive 
arrangements are in fact leading to more efficient, improved quality services as is 
claimed. For many of the contributors to this volume the gap between the 
rhetoric and the reality of contracting is considerable and growing. To begin 
with, it is questionable how far contract relations are producing more choice, 
based on competition between service providers (public and private). The 
articles by Deakin and Walsh and Charlesworth et al. both present evidence to 
suggest that the supposedly decentralized provider economy is becoming 
increasingly organized. That is, large private firms are achieving privileged, near 
monopoly status in the contracting process (for example, multinational firms 
involved in local refuse collection) and hence restricting choice. Such 
developments might well raise important questions about the extent of 
competition and claims that the new contract relations do produce higher 
quality and more efficient public services. 

Linked to this is the wider question of whether the advent of contracting will 
lead to more transparent and responsive public services. Although it is probably 
too early to fully answer this question, there is evidence to suggest that in some 
cases, management has become less accountable. This is due in part to the 
continued survival of older traditions of official secrecy. It is also the case, as 
numerous critics have pointed out (Pollitt 1990; Clarke 1995), that the rhetoric of 
new public management itself promotes a supposedly ‘de-politicized’ view of 
public administration. That is, one which tends to construct ‘management’ as a 
rational, value free and apolitical activity in which the primary objective is to 
achieve greater technical efficiency. One outcome of this could be that the space 
for the democratic involvement (of citizens or consumers) in the actual « 
administration of public services will be further reduced. 
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FUTURE AGENDAS 


Regardless of these problems and unintended outcomes, contract relations will 
continue to be important even if there is a change of government. One of the 
main reasons for this is the re-configuration of social democracy within Europe 
and in places such as Australia and New Zealand (see Domberger and Hall, this 
volume). Supporters of market socialist economic policies (Le Grand and Estrin 
1989) are now increasingly taking an interest in the question of administration as 
well This, it might be argued, is due in large part to the belief that contract 
relations are here to stay and that there is no turning back. It is also the case that, 
should there be a change of government in Britain, the demand for increasing 
efficiency in the face of continuing fiscal problems and social change will 
continue to exert a pressure on government policy and tempt such a government 
to keep, and perhaps even elaborate, contract relations as a form of 
organizational control within the public sector. 

This however, is not to suggest that a social democratic variant on the contract 
state will not be an equally contested and differentiated one. In the first instance, 
the role of the ‘consumer’ within these developments will be much more 
contested. More attention could be paid to the role of interest groups, consumer 
bodies, local authorities, and alternative political networks (Thompson 1995). 
With plans by the opposition to elaborate the Citizen’s Charter (which they lay 
claim to anyway), questions of consumer or citizen involvement could continue 
to be a key point of reference in future welfare debates. There are already an 
emerging set of debates on alternative forms of public services provision along 
market-orientated lines, for example, the citizen-based choice mechanisms and 
‘associative democratic’ processes described by Hirst (1994). The organization of 
local networks of providers in areas such as social services and housing may also 
exert a considerable pressure for change. This could constitute a new political 
constituency or lobby, leading to an entirely new set of dynamics and demands. 
Ultimately, therefore, it appears unwise to suspend any political analysis of what 
some consider to be managerialist and market-oriented developments within the 
structure of the state itself. 
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NEW MODES OF CONTROL IN THE PUBLIC 
SERVICE 


PAUL HOGGETT 


Controversy exists regarding whether recent changes in the organization of the public 
services in the UK and elsewhere constitute a paradigm shift towards a post- 
bureaucratic form. This article argues that in Britain three fundamental but inter- 
locking strategies of control have been implemented over the last decade. First, there has 
been a pronounced sluft towards the creation of operationally decentralized units with a 
simultaneous attempt to increase centralized control over strategy and policy. Second, 
the principle of competition (often attached to the development of market relations but 
sometimes not) has become the dominant method of co-ordinating the activities of 
decentralized units. Third, during the most recent period there has been a substantial 
development of processes of performance management and monitoring (including 
audits, inspections, quality assessments and reviews), again a phenomenon largely 
directed towards operationally decentralized units. 

Taken together these three strategies do not describe a simple movement from a 
bureaucratic to a post-bureaucratic form, rather they combine strong elements of 
innovation with the reassertion of a number of fundamentally bureaucratic mechanisms. 
This may be a peculiarly British phenomenon, certainly the excessive elements of 
centralization and formalization appear to depart from the ideal-type of the post- 
bureaucratic organization. It is argued that this ‘British trajectory’ can best be 
understood in terms of the continued relative decline of the British economy and the 
Conservative response to it, ie. the drive to create a ‘high output, low commitment’ 
workforce. 


GETTING MORE FOR LESS 


One of the earliest and most consistent signs of the slow death of the Keynesian 
Welfare State was manifest in the tendency towards fiscal crisis and the 
continued questioning of spending levels on collective consumption (Pickvance 
and Preteceille 1991). The desire to get ‘more for less’ (Hood 1991) has therefore 
emerged as a persistent theme within public management in the UK and 
elsewhere. It will be my thesis in this article that the restructuring of the public 
sector in the UK has nevertheless assumed a particular trajectory, one to a 
considerable extent determined by the unique circumstance of an economy in 
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persistent relative decline (Crafts 1991; Hutton 1995; Nairn 1993). Given this 
circumstance the need to find ways of intensifying the public sector labour 
process has taken on added urgency. 

My argument is that in Britain the ‘success’ of successive Conservative 
governments since 1979 has been to create a high output/low commitment 
public sector workforce. This combination is clearly counter-intuitive. It has been 
an assumption of management thought since the work of MacGregor (1960) that, 
in the absence of coercive mechanisms, high output is best achieved via a 
motivated workforce. As Lowe and Oliver (1991) note, much of the modern 
Human Resource Management movement is based on the assumption that 
productivity is best achieved by eliciting high levels of worker commitment 
rather than through compliance or passive accommodation, i.e. by moving 
towards ‘self-control’ and away from ‘external control’ (Guest 1987). Yet in 
Britain most of the evidence suggests that levels of job satisfaction, stress and 
morale within much of the public sector is at an all-time low (Bogg and Cooper 
1995; British Medical Association 1992; Caplan 1994; Cooper and Kelly 1993; 
Labour Research Department 1994; Institute of Employment Studies 1994; Rees 
and Cooper 1992; Royal College of Nursing 1994; Travers and Cooper 1993; 
Sutherland and Cooper 1992) whilst levels of productivity if measured in terms 
of throughput (in hospitals, schools and universities, etc.) has greatly increased. 

The key to unlocking this paradox lies with the issue of control. The attempt to 
develop new and more sophisticated forms of organizational contro] have been 
an essential underlying theme of the restructuring of the public sector in the UK. 
I will argue that changes in the organization of the British public sector combine 
strong elements of self-control with new and old forms of external control (ie., 
elements of both post-bureaucratic and bureaucratic management). The 
introduction of a variety of market mechanisms has undoubtedly been central 
to this task but to understand the role they play it is necessary to see them as a 
complement to two other control strategies — the development of centralized 
decentralization and extended forms of performance management — which have 
emerged during this period. 


BEYOND BUREAUCRACY? 


Recent analyses of developments in both public and private sectors have pointed 
to the emergence of ‘post-bureaucratic’ (Heydebrand 1989) or ‘postmodern’ 
(Clegg 1991) organizational forms. In an earlier article (Hoggett 1991) I indicated 
some of the difficulties in defining ‘bureaucracy’ precisely. Weber’s (Albrow 
1970) ideal-type has four guiding principles — functional specialization within a 
firmly ordered hierarchy; a comprehensive, impersonal body of rules and 
procedures; the precise definition of powers and responsibilities invested in each 
organizational role; formal equality of treatment regarding recruitment and 
promotion. We would expect to find that the majority of these principles would 
either no longer apply to post-bureaucratic organizations or would apply in a 


radically different form. Clearly the emergence of radical forms of organizational q 
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decentralization appear to contradict Weber’s first principle and the develop- 
ment of forms of flexibility appears to contradict the third. 

Clegg (1990) specifies a further dimension along which the postmodern 
departs from the modern. Specifically Clegg draws upon Lash’s (1988) notion of 
de-differentiation, the process by which under conditions of postmodernity 
boundaries become blurred and distinctions undermined. Crucially the boun- 
dary between the organization and its environment, and hence the subjective 
distinction between being on the inside or the outside of the organization, 
began to collapse as the traditional industrial and public bureaucracies made 
increasing use of profit centres (Eccles and White 1986), internal markets, 
transfer pricing (Eccles and White 1988) and other combinations of decentralist 
and market mechanisms. In the context of the public sphere the resort to such 
processes has also led to a considerable blurring of the distinction between the 
public and the private. We now speak of ‘quasi-markets’ (Le Grand and Bartlett 
1993) in education and the health services and refer to organizations such as 
housing associations and even hospital trusts as ‘not-for-profit’ organizations 
which inhabit a ‘murkeer third terrain that is both public and private’ (Rein 1990). 

Many of the recent changes in the organizations of the British public sector 
appear to be quite novel. However, if we consider the image of the ideal-type of 
post-bureaucratic organization that writers such as Heydebrand (1989) provide 
then clearly we can see that some elements are reflected in a rather distorted 
fashion, in the British public sector today. For Heydebrand (p. 327) the post- 
bureaucratic form ‘would tend to be small or located in small sub-units of larger 
organizations; its object is typically service or information, if not automated 
production, its technology computerized; the division of labour is informal and 
flexible; and its managerial structure is functionally decentralized, eclectic and 
participative’ (p. 327). At first sight this description would seem to fit neatly an 
NHS trust or decentralized district within the Benefits Agency. But a closer look 
would reveal elements not in Heydebrand’s picture. Far from being more 
participative in many parts of the NHS there has been a resort to far more coercive 
and simple (Edwards 1979) forms of control. We also find much higher degrees 
of job insecurity consequent upon flexbilization and, in many areas, an 
increasing resort to proceduralism and extensive forms of performance 
monitoring. So there is a danger that by giving emphasis to what’s new our 
attention is drawn away from the study of what is not new — rather than 
thinking of organizational changes simply in terms of ‘advance’ or ‘progress’ it 
may be possible that in some situations organizations adopt many trappings of 
the postmodern form whilst also resorting to a number of old techniques with 
renewed vigour. The impact of new forms of organizational control may well be 
felt in different sectors at different intervals. Moreover, even within a sector, such 
as the UK public sector, there may be differential impacts in different service 
areas. 

I wish to argue that in Britain public sector restructuring, far from describing a 
smooth movement from bureaucratic to post-bureaucratic forms of control, in 
fact combines strong elements of innovation with the reassertion of a number of 
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fundamentally bureaucratic mechanisms. Following Jessop (1994) we could 
think of the organization of the British public sector in the 1990s as a form of 
‘flawed’ post-bureaucratic regime. The use of the term ‘flawed’ suggests ‘failed’ 
and indeed I do intend to argue that the emerging hybrid of bureaucratic and 
post-bureaucratic elements has in several ways proved to be both politically and 
organizationally dysfunctional. 

Rather than a single movement towards some presumed post-bureaucratic 
end-state, I will argue that three distinct but inter-locking strategies of control 
can be discerned within the UK public sector: 


e the introduction of competition (market and non-market based) as a 
means of co-ordinating the activities of decentralized units; 

e the attempt to decentralize operations whilst centralizing strategic 
command; 

e the extended development of performance management techniques. 


A fourth trend emerges but more ambiguously and this concerns the nature of 
work itself and the extent to which it is subject to processes of standardization 
and deskilling. 

I will now look at each of these developments in more detail. 


MARKETS AND COMPETITION 


When speaking of competition and markets it is necessary to differentiate 
between a number of quite distinct phenomena which are sometimes confused or 
lumped together. Three different strategies can be perceived in the UK: 


1 the introduction of competition within producer markets where units 
compete to supply goods and services to government which remains the 
main or sole direct purchaser; 

2 the introduction of competition within consumer markets where units 
compete to supply services to individual purchasers or their proxies; 

3 the promotion of competition without markets where units are engaged in 
competing for government’s resources but where government does not 


adopt the role of purchaser. 


The introduction of CCT and market testing should be distinguished from the 
implementation of internal markets. Competitive tendering corresponds to the 
development of competition within producer markets where supplier organiza- 
tions compete to provide goods and services for purchaser organizations. In 
contrast, internal markets in education resemble a form of managed consumer 
market where the purchasers are individual service users, or rather their proxies 
(for example, parents). This market is therefore primarily concerned with the 
relationship between providers and end-users. The so-called internal market for 
health care is in fact a strange hybrid of both a producer market where 
government through the agency of the district health authority remains the key 
purchaser and a consumer market where GPs act as proxy purchasers for , 


© Blackwell Publishers Lid. 1996 


CONTROL IN THE PUBLIC SERVICE 13 


individual users. Glennerster and Matsaganis (1993) refer to these strategies in 
terms of ‘top down’ and ‘bottom up’ approaches to decentralization. 

Public sector markets in the UK have a number of distinctive characteristics. 
One of the main effects of the development of producer markets, such as CCT, has 
been to enhance labour flexibility (particularly time and pay flexibilities) and 
reduce labour costs. This is true even where, as in the majority of cases, contracts 
are won in-house. Trade unions are well aware that successful in-house 
tendering can only be achieved as a consequence of rationalization and the 
consequent intensification of labour (Cousins 1988; Foster 1992). This does not 
necessarily mean that the effect of CCT has been cost-saving for as Walsh (1991) 
indicates for some services such as street cleaning the impact of reduced labour 
costs have been offset by increased standards of service. 

A number of observers would regard the increased resort to sub-contracting as 
a sign of the development of the post-bureaucratic organizational form. Clearly 
one should recognize that such a claim continues to be contested, some writers 
being inclined to suggest that such extended forms of subcontracting have 
existed all along, academics only just having discovered it (Pollert 1988). My 
inclination is to believe that there has been a significant shift (at least within a 
number of key industrial sectors in Western-type economies) away from 
vertically integrated forms of production. What is distinctive about the UK is 
that within the public sector this strategy has been primarily politically driven 
and focuses on the objective of promoting competition around cost rather than 
quality. The introduction of compulsory forms of competition within a sector 
where norms of accountability and probity still remain strong has also led to the 
development of forms of highly proceduralized, ‘arms-length’ contracting quite 
unlike the more ‘relational’ forms of contracting which are more the norm within 
the private sector (Taylor and Hoggett 1994). 

It is clear that the neo-Liberal fetish of ‘the free market’ serves to mask a desire 
to diminish the power of government in order to give corporate power a free 
reign. But such is the power of their rhetoric that when speaking of markets there 
is now a great danger that we all become prone to reifying the very object we 
seek to understand. For example, ‘the market’ is often counterposed to 
‘regulation’ or emphasis is given to the ‘quasi’ character of an internal market 
as a way of distinguishing it from the real thing. To avoid such dangers we need 
to understand that all markets are social constructions. As such they constitute 
sites or arenas in which different players with different positional power 
compete for resources according to fluctuating rules (Ball, Bowe and Gewirtz 
1992; Glatter and Woods 1994). The distinctive characteristic of producer markets 
within the public sector is that the state typically remains in the position of being 
the monopsony purchaser and therefore has the power to dictate many of the 
rules of the game, often according to a fluctuating political agenda concerned to 
buy legitimacy for the reforms which have been put in motion. Within the 
education market the hand of government is no less powerful for not being 
directly in control of the purchasing function (Ball, Bowe and Gewirtz 1994). 
Here the rules of the market, the positional power of the players (including the 
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‘price’ that different kinds of children carry on their heads), the stakes that are 
played for and even the process of refereeing are all initially determined by 
government. 

The final characteristic of public sector markets in the UK which needs noting 
is the way in which the cash limited nature of public service funding forces the 
players to engage in a zero-sum game in which ‘the market of one is only 
expandable at the expense of another’ (Harrison et al. 1994). Indeed, in the 
context of producer markets not only do we have a zero-sum but one in which 
the number of players increases as organizations from the private sector are 
drawn into competition. 

So far we have discussed the extension of producer and end-user markets 
within the public services but over the past decade we have also witnessed the 
increasing promotion of competition without markets. Among several examples 
we can cite the use of competition via the City Challenge Initiative as a means of 
distributing urban regeneration resources, the use of Estate Action money in 
social housing for estate improvements and the operation of the Research 
Assessment Exercise in Higher Education. In each instance we see the increased 
use of narrow concepts of performativity rather than equity and social justice as 
the criterion for resource allocation (De Groot 1992; Malpass 1994) — 
performance criteria being set either directly by government or by its arms- 
length agencies. 

What, then, are some of the effects of the introduction of markets and 
competition within the public sector? Firstly, by combining radical forms of 
operational decentralization with the introduction of markets and competition 
the devolved service units so created increasingly take on the form of Small and 
Medium Public Enterprises (SMPEs). These enterprises can assume a variety of 
different forms depending upon the way in which they are constituted, their 
executive structure, the extent of operational devolution they enjoy and the 
nature of the market environment in which they operate. In some instances, such 
as TECS, the new units are actually constituted as private companies but, as we 
shall see, ones which operate within a highly restricted market. In other 
instances, such as the NHS trusts, some analysts (Bartlett 1995) have suggested 
the model of the non-profit firm is the most appropriate but, in this case, one 
which is a composite of a management firm and a medical firm. One casualty of 
this development in some parts of the public sector has been any semblance of 
open government. Many of the new bodies have resorted to hiding behind the 
shroud of ‘business secrecy’ as a means of avoiding scrutiny by either the public 
or their own employees (British Medical Journal 1994). In this light it is 
noteworthy that the initial progress report of Public Concern at Work (1994), a 
charity recently established to support whistle-blowers in the work place, 
indicated that the largest single group of requests for support came from 
employees within the NHS. 

A second impact has been the fragmentation (Alexander 1991) of the public 
service and the undermining of lateral solidarities linking service user to service 
user, worker to worker and professional to professional. Speaking of the , 
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education sector Ball (1993) notes, ‘for both parents, acting in the best interests of 
their children, and senior teachers, acting in the best interests of their school the 
market leaves little alternative but to engage in individualistic, competitive 
activity’ (p. 109). Whilst we should not underestimate the strength of 
professional and departmental boundaries in the old public service such 
phenomena were nevertheless construed as forms of bureaucratic dysfunction 
which tugged against the grain of a corporate ethos. But the loyalty that always 
existed to our school, our hospital or our department now takes on a new 
character. The ‘us’ is no longer contained within a wider imagined community 
(the National Health Service, the civil service) but becomes reconstituted as an 
isolated unit, at times almost a gang, pitched into a partly real and partly 
phantasized life and death struggle against other units who are equally fearful 
In management-speak this gang becomes ‘the enterprise’ or business unit, the 
managers of which are trained in business planning with all the paraphernalia of 
SWOT analyses, strategic market reviews, etc. 

To some extent the discourse of enterprise is cathected in different ways by 
different actors according to their positions. For some managers this cathexis 
appears to relate to the pre-pubescent boy’s phantasy of being ‘big’, one’s 
potency being judged according to the size of one’s budget. For workers and staff 
the cathexis is based much more upon feelings of fear and vulnerability and the 
sense that one’s own survival has become linked inextricably to the strength of 
the unit one works for rather than the strength of one’s trade union or 
professional association. In either case the main casualty would appear to be 
some kind of ethic (sometimes referred to as ‘the public service ethic’) which is 
able to transcend the particularism of one’s own situation. 

Thirdly, there can be no doubting the powerful effect that markets are having 
on the behaviour of the vast majority of public sector employees. The distinction 
between the concepts of discourse and organizational culture can further our 
understanding of the ‘grip’ of the market here. In a later section I will argue that 
the attempt to shift public sector organizations’ cultures by persuasion, example, 
training, etc. appears to have failed. However, the introduction of markets and 
competition to vast areas of the public sector since 1987 does appear to be 
bringing about a major change in the way in which workers and managers 
behave. The crucial difference seems to be this — for a culture to be operative 
within an organization actors must, to some extent, adopt the values and beliefs 
of that culture; for a discourse to be operative however actors simply need to 
participate in the practices that comprise it. The concept of discourse therefore 
offers to take us further than the related concepts of organizational culture and 
ideology, for as Du Gay and Salamon (1992) note ‘the dominance of a discourse 
is not so much inscribed in people’s consciousness as in the practices and 
technologies to which they are subjected.’ Competition can be thought of as an 
extremely powerful form of practice which shapes the behaviour even of those 
whose value systems embrace traditional notions of public service rather than 
the new values of public enterprise. Drawing on the distinction between ‘values 
in use’ and ‘espoused values’ made by Argyris and Schon (1974) we can see how 
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the discourse of competition forces a wedge between the consciousness and 
practice of workers in the public sector. The point is that such a split can only be 
sustained for so long, after which, following the logic of dissonance reduction, 
either the new practices are abandoned or consciousness will align itself to the 
new forms of practice. It is interesting to note that early proponents of the ‘new 
wave’ in management such as Peters and Waterman (1982) and Schein (1985) 
deliberately drew attention to the implications of cognitive dissonance theory 
when insisting that attitudes tend to follow behaviour and not the other way 
around. 

The final effect of markets to be examined concerns the way in which they 
have served to strengthen the hand of centralized government. Clege’s use of the 
concept of de-differentiation has considerable value in drawing attention to the 
blurring of the boundary between the organization and its environment, as 
Heydebrand (1989, p. 333) puts it, ‘organizations tend to disappear as distinct 
and bounded units’. In place of the NHS we find a plethora of trusts and 
purchasers, the territory of the local education authority fades away before our 
eyes to be replaced by a mass of small education enterprises. Specifically we can 
liken the pre-1979 public sector to one built upon vertically integrated forms of 
organization in which the vast majority of functions necessary to support the 
task of service delivery were performed in-house. Current reforms have not only 
sought to out-place these support functions but have also sought to distance 
government from the process of service provision itself through the development 
of the purchaser-provider split. As a consequence what we now observe is the 
emergence of quite radical forms of horizontally integrated production but 
within which central controls are stronger rather than weaker than before. In 
other words, rather than witnessing the replacement of hierarchy by market 
what we observe is the development of a ‘plural mode of governance’ (Bradach 
and Eccles 1989) in which elements of market are combined with elements of 
hierarchy. Heydebrand (1989, p. 330) takes this line of analysis further by 
suggesting that ‘hierarchicalness’ and ‘marketness’ can be considered as two 
discrete and orthogonal dimensions along which any organization can be 
located. 

This has important implications. The creation of managed markets introduces 
an entirely new mode of control, one where the locus of control is to be found in 
the structured sites or fields in which public business units are forced to compete. 
In other words, rather than simply focusing upon the exercise of control within 
the organization, the new context forces us also to examine the operation of 
control within a field, partly structured by central government, in which the 
organization operates. DiMaggio and Powell’s (1983) concept of ‘organizational 
fields’ therefore has considerable potential value in explaining patterns of control 
in de-differentiated organizational settings. According to these authors, ‘by 
organizational field, we mean those organizations that, in the aggregate, 
constitute a recognized area of institutional life: key suppliers, resource and 
product consumers, regulatory agencies, and other organizations that produce 
similar products and services’ (p. 148). They add that organizations in a 
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structured field ‘respond to an environment that consists of other organizations 
responding to their environment’ (p. 149). Because the field is structured by the 
organizations within it as well as by the government that establishes it a certain 
indeterminacy inevitably arises which means that outcomes may not be strictly 
as government intended. 

DiMaggio and Powell (1983) adopt the concept of ‘isomorphism’ to describe 
the constraining process that forces one unit in a field to resemble other units that 
face the same set of environmental conditions. Arguably this kind of process may 
account for the way in which voluntary organizations in the community care 
sector which have been drawn into the contract culture appear to be losing many 
of the distinctively voluntarist characteristics which made them so attractive to 
government in the first place (Taylor, Langan and Hoggett 1995). Whilst 
DiMaggio and Powell focused primarily upon the institutionalized environ- 
ments of the public sphere prior to the current period of restructuring, Hannan 
and Freeman (1977) were concerned to examine the process of competitive 
isomorphism which occurred within market environments. These authors 
suggested that we think of markets as populations of organizations within 
which processes analogous to ‘natural selection’ take place. If we consider (in a 
manner which Hannan and Freeman themselves reject) the population ecology 
perspective as a potentially useful metaphor then it may be possible to side-step 
the probably unresolvable and in any case misleading question whether quasi- 
markets are ‘real’ markets or not for the key question is whether those operating 
within such environments act ‘as if’ they are involved in a market which can 
have real effects. 


SIMULTANEOUS CENTRALIZATION AND DECENTRALIZATION 


The previous discussion has already indicated the paradox of a public sector 
which has apparently been subject both to more centralization and decentraliza- 
tion. Within virtually all parts of the public sector there has been a pronounced 
movement towards the creation of more devolved forms of management 
(Hoggett 1991). The Education Reform Act of 1988 gave headteachers and school 
governing bodies responsibility for the administration of school budgets and the 
power to seek grant maintained status. The NHS and Community Care Act of 
1990 promoted the development of ‘self-managed’ units within health districts, 
based upon hospitals or clusters of similar services. The same act encouraged the 
development of care management within the social services sector through 
which care budgets would be devolved to care managers who would act as 
decentralized purchasers of care acting on behalf of social service clients. Within 
other parts of local government agencies such as the Audit Commission have 
been advocating devolved forms of financial management for several years 
now (Audit Commission 1989) and the extension of competition legislation 
to professional services has further stimulated processes of bureaucratic 
disaggregation via the creation of internal business units. Within the civil 
service the Next Steps initiative launched in 1988 has led to the creation of 
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devolved agencies operating on an arms-length basis in relation to government 
departments. Some of these, such as the Benefits Agency, are themselves radi- 
cally devolved internally. 

I have argued that the introduction of market mechanisms in the public sector 
has been accompanied by the creation of a range of small and medium-sized 
public enterprises such as schools, direct service organizations and hospital 
trusts which nevertheless operate within a field or arena in which the hand of 
central government still remains strong. Ball (1993) notes that one of the 
paradoxes of contemporary management is that it both liberates and enslaves. 
Whilst operational managers may be given real control over the resources 
necessary to do the job right the centre (of the firm or the government) retains 
control over key strategic questions such as the allocation of resources to 
operational units and the framework of financial and personnel rules and 
performance targets within which devolution over operational matters is 
allowed to occur (Hoggett 1991). Countless examples of this process of 
maintaining ‘tight’ central control over essentials can be given. Within the civil 
service central controls are enshrined in the ‘Framework Documents’ which 
govern the relationship between government department and executive agency 
(Fry, Flynn, Gray, Jenkins and Rutherford 1988). Within the educational sector 
the 1988 Education Reform Act which, even at the time of its introduction has 
been seen by commentators as both centralist and decentralizing in intent 
(Maclure 1988), introduced local management of schools but also introduced 
both national testing and the national curriculum and imposed a restrictive 
formula upon LEAs with which to allocate resources to schools (Thomas and 
Levacic 1991). 

For many observers of public sector change this phenomenon of simultaneous 
centralization and decentralization at first seemed contradictory and a sign of the 
lack of coherence of government strategy (Pollitt 1990). But the concept of 
centralized-decentralization has become an established part of the new 
organizational literature (Aldrich 1978; Heydebrand 1979; Murray 1983; Hoggett 
1987) and should be regarded as a distinctive element of post-bureaucratic 
control (Heydebrand 1989). What is distinctive about Britain is the way in which 
the new organizational technologies became harnessed to a political project 
which was designed to destroy virtually all alternative power bases within 
society which might challenge Conservative hegemony. There can be no denying 
the reality of the freedoms which many service managers now enjoy compared 
to the past — freedoms to vire moneys between different budget headings, to 
hire, fire and promote staff, to develop local personnel and manpower planning 
strategies, etc. But what has been striking about developments in the UK public 
sector over the last decade is the way in which the shift towards forms of 
operational decentralization has been promoted by successive Conservative 
administrations which even by 1988 had already created one of the most 
centralized forms of government Britain had experienced this century (Burns, 
Hambleton and Hoggett 1994). 
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Operational decentralization has proceeded against the background of 
governmental centralization and has, if anything, served to reinforce centraliza- 
tion processes. Thus the legitimate concern for the spread of non-elected bodies 
at the local level such as TECs, hospital trusts and city technology colleges can 
serve to deflect attention away from the fact that current research indicates that 
many of these bodies have little real autonomy (Ferlie et al. 1994; Kearns 1991; 
Peck 1993; Power et al. 1994; Weir and Hall 1994). Whilst operations have been 
devolved to business units such as schools, trusts or agencies, control over policy 
and the allocation of resources has become increasingly concentrated within 
Whitehall, centralized but arms-length agencies such as the Funding Authority 
for Schools and the Further Education Funding Council or the new regional arms 
of central government (Stewart 1994). Whilst the development of performance 
management systems will be examined in the next section we should note here 
the link which has developed between performance-based funding and 
centralized control. Increasingly, the centre does not simply prescribe 
performance targets for operational managers but offers incentives and sanctions 
for meeting targets. Such forms of outcome funding have proved particularly 
powerful in shaping operational behaviour within the training sector where 
units have become increasingly tied to delivering short-term programmes for the 
unemployed (Peck 1993) or producing qualifying students within the NCVQ 
framework (Elliot and Hall 1994), 

There is a danger that naturalistic assumptions may guide policy makers and 
organizational analysts which obscure how the boundaries of the ‘operational’ 
and ‘the strategic’ are in fact always socially constructed. Indeed perhaps one of 
the main ways in which the ‘mobilization of bias’ is achieved through 
government is precisely by relegating to ‘the operational’ matters, such as 
distributive questions, which might otherwise be thought of as strategic. In the 
absence of any more direct or bottom-up forms of political accountability the 
danger is that the attempt to formalize an operational sphere leads to the de- 
politicization of public life. For example, in some sectors, processes of 
operational decentralization have been accompanied by an explicit emancipatory 
rhetoric which encouraged managers to perceive devolution in terms of 
deliverance from the dead hand of bureaucratic control. But this sometimes 
obscured the fact that the escape from local bureaucracy was swiftly followed by 
capture by Whitehall and its arms-length agencies (Halpin, Power and Fitz 1993) 
and moreover that the perceived locus of local bureaucratic control (for instance 
the local education authority) was also the locus of immediate democratic 
control. At times, the effect of this process has been to render the real locus of 
decision making increasingly invisible, particularly where public services are 
transferred to local non-elected bodies such as TECs or UDCs. Commenting on the 
directors, governors and management committee members of the new bodies, 
Davis and Stewart (1994, p. 8) note, ‘public accountability, if it exists at all, is 
through a long and uncertain line ... to the Minister who appointed them, or who 
appointed the people who appointed them’. 
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There is a further difference between government and the firm which means 
that the effects of centralized decentralization have quite different consequences. 
Whilst the firm is primarily oriented towards production and capital 
accumulation, public institutions, particularly those engaged in welfare service 
provision, are primarily exercised by the problem of resource rationalization. In 
other words, there is a quite different understanding of resources in the two 
sectors. In the private sector a resource is essentially capital to be deployed in 
order to generate further capital; in the public sector resources consist of 
revenues obtained through taxation to assist the reproduction of labour (through 
provision of health, education and other services). It follows that the function of 
strategic control in the two sectors differs substantially. Whilst the firm may face 
capital shortages its decentralized units are essentially profit centres and what 
counts in the last analysis is not how much has been spent but by how much 
income exceeds expenditure. Within the governmental sector decentralized units 
are essentially cost centres, they may operate within internal markets but ones 
where the overall volume of demand is fixed by government cash limits 
(Harrison, Small and Baker 1994). For governments undergoing a prolonged 
period of fiscal crisis and budgetary constraint, extended operational decen- 
tralization combined with tight centralized expenditure control therefore 
constitutes a subtle attempt to pass difficult rationing decisions down the line 
not only to service managers but to various publics themselves. There is now 
some evidence to indicate the way in which representatives of users of different 
kinds of services have been drawn in to the process of constraining public 
expenditure (Martin 1994). This clearly poses a dilemma for advocates of user 
participation and control. In this light the recent revolt of school governors 
against what they see as the government's attempt to make schools pay for the 
salary improvements of their own staff is a fascinating example of the struggle of 
local citizens to avoid collusion with government strategy. 


THE NEW FORMALIZATION: EXTENDED FORMS OF 
PERFORMANCE MANAGEMENT 


In virtually all sectors operational decentralization has been accompanied by the 
extended development of performance management systems. Such systems 
seem designed to both monitor and shape organizational behaviour and 
encompass a range of techniques including performance review, staff appraisal 
systems, performance-related pay, scrutinies, so-called ‘quality audits’, customer 
feedback mechanisms, comparative tables of performance indicators including 
‘league tables’, chartermarks, customer charters, quality standards and total 
quality management (TQM). 

I wish to argue that although some current forms of performance management 
are, in this sense, post-bureaucratic the dominant impact of the development of 
this strategy in the UK contradicts the idea of a movement towards more ‘hands 
off’ forms of organizational control. On the contrary, it appears to be leading to 
the development of new kinds of formalization, ones Pollitt (1990) argued were 
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akin to ‘neo-Taylorism’. This should cause us to pause before claims that I, 
among others, have made that what is emerging is a distinctively post- 
bureaucratic form of organization. 

The classic studies of centralization and formalization conducted by Aiken and 
Hage (Hage and Aiken 1967; Aiken and Hage 1968) may help elucidate the 
trends at work here. Aiken and Hage outlined three dimensions of formalization: 


1 job codification: ‘the degree to which jobs are specified’; 

2 rule observation: ‘the degree to which the job occupants are supervised in 
conforming to standards established in job codification; 

3 job specificity: ‘the degree to which procedures defining jobs are spelled 


out’. 


As I noted in my introduction, one of the essential characteristics of 
bureaucracy lay in the precise and detailed specification of jobs and 
responsibilities of personnel within ordered hierarchies of command. How 
therefore does the development of performance management relate to this 
principle of formalization? 

The first thing to note is that in contrast to the traditional model contemporary 
forms of performance management shift the emphasis away from input controls 
to output controls. Kikert (1995) likens this to a paradigm shift in control 
strategies, ie. a movement from ex-post (input) to ex-ante (output) control. I 
suggest that this development, particularly where the achievement of targets is 
linked to sanctions and incentives, is a distinctively new and potentially 
powerful behaviour shaping technology. Secondly, within the traditional 
bureaucracy the work of officials was also subject to close but impersonal 
supervision, i.e. ‘rule observation’. In a response to the work of Aiken and Hage, 
Dewar and his colleagues suggested that the rule observation dimension could 
more accurately be described as ‘surveillance’ (Dewar, Whetten and Boje 1980). 
In the post-bureaucratic organization I would suggest that while the dimension 
of surveillance remains strong its locus shifts away from close and visible forms 
of supervision to an increasingly remote and sometimes invisible centre. The use 
of information technology to provide the centre with the means of monitoring 
behaviour from a distance can, in this sense, be likened to a form of remote or 
arms-length surveillance. The concept of ‘job specificity’ refers to the third and 
more procedural aspect of formalization. Most commentators on the New Public 
Management (Aucoin 1990; Hood 1991) suggest that process controls would 
largely disappear within the post-bureaucratic organization. The picture that 
therefore emerges is one of an operationally decentralized organization with a 
strong but distant centre engaging in performance monitoring and shaping 
activity by concentrating on a few key indicators which give emphasis to results 
rather than inputs or processes (Aucoin 1990; Handy 1989). As I put it in an 
earlier paper, performance indicators constitute part of the boundaries within 
which operational freedoms are realized (Hoggett 1991). Within these 
boundaries the self-regulation of sub-units is based largely on forms of cultural 
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control, specifically a commitment at all organizational levels to core 
organizational values. 

I would suggest that within the British public sector the way in which 
performance management systems have been developed largely contradicts this 
picture of the post-bureaucratic organization. First, although there has been a 
shift from ex-post to ex-ante forms of control, in many instances there has been 
such a proliferation of performance indicators that what appears to be taking 
place is not so much a process of organizational de-differentiation (Clegg 1991) 
but rather one of re-differentiation. Job codification remains strong but the locus 
has shifted from the job specification to the performance specification. 

Secondly, far from being remote and largely invisible the majority of public 
sector organizations in the UK today appear to be overwhelmed by forms of 
performance monitoring. Scrutinies, audits, performance review systems, 
inspections, client or pupil progress reports, peer assessments, appraisals, 
routine statistical returns, etc. now appear to consume an enormous amount of 
time in all of the educational sectors and many parts of the health service and 
local government. 

Third, there has been a decline in traditional forms of proceduralism such as 
was found in the vast numbers of personal, financial and other rules which 
surrounded managers and staff in formal bureaucracies (these rules, it should be 
added, often served to secure the robustness and probity of the organization 
concerned (Hood 1991). In recent years we have seen the emergence of new 
forms of proceduralism which, paradoxically, have been facilitated by the 
coming of markets and quality to the public sector. 

The contract specification and monitoring process incurs considerable 
transaction costs when conducted in an inter-organizational environment 
characterized by declining trust, on the basis of arms-length and legalistic rather 
than relational models of contracting (Taylor and Hoggett 1994), and within 
environments where purchasers operate in situations of high information 
uncertainty. These days, jokes abound about contract specification documents 
which come thicker than telephone directories and facility managers who have 
more regular contact with contract compliance officers than their own 
operational bosses. 

Regarding service quality, proceduralist models of quality control have tended 
to dominate over more developmental models of quality assurance in the UK 
public service. These two contrasting strategies for implementing quality parallel 
what Barley and Kunda (1992) refer to as rational systems and normative models 
of control. Drawing largely from an analysis of the private sector management 
discourse in the USA, Barley and Kunda suggest that the present period, 
characterized by the various excellence cults, is one which gives primacy to 
aspects of an organization’s culture. Indeed, much of the literature on the 
postmodern organization emphasizes the role of trust, shared values, clan-li 
forms of organizational solidarity, and so on. But whilst attempts by senior 
management to shape the culture of public organizations in local government 
and the NHS were characteristic of the late 1980s and have gathered strength 
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within some of the executive agencies in the 1990s, I suggest that normative 
control strategies in the public sector have largely failed, existing largely as 
symbolic and rhetorical artifacts towards which the majority of staff are highly 
cynical (Harrison, Small and Baker 1994; Colville, Dalton and Tomkins 1993). 
Normative strategies are based upon consensualist assumptions. But for many 
staff the talk of a shared organizational mission, commitment to quality and 
customer responsiveness flies in the face of their experience of increased class 
sizes, inadequate nursing cover, disappearing job security, voluntary and 
compulsory redundancies, etc. 

Normative approaches to quality in the UK public services find clearest 
expression in the total quality management approach and rely upon participative 
methods of employee involvement in processes of continuous product or service 
improvement. As Florida (1991) notes, it is concerned as the Japanese say to 
‘harness the gold in the worker’s brain’. The rational systems model however is 
less concerned to harness human resources than it is to design new forms of 
process controls. Exemplified by the British Standards approach, it is deeply 
mechanistic. Rather than seeking to build quality into the work culture it tries to 
build quality into inputs, systems and procedures. It is this model which is 
implicit in the Citizen’s Charter initiative and the associated ‘Chartermark’ 
awards. Again however, we should beware of overgeneralization. Whilst the 
trend appears to be towards greater proceduralism (typified by the coming of 
quality audits to higher education) counter examples (such as the introduction of 
TQM within the Employment Service) can always be cited. 

To summarize, detailed performance specification, routine monitoring and 
proceduralization can all be thought of as elements of a rational-systems model 
of control. Together they spin a myriad of little threads around the SMPEs. 
Contrary therefore to what is sometimes thought to be the current trend there is 
no obvious sign of a reduction in the formalization of organization within the UK 
public service; if anything quite the reverse appears to be true. How can we 
explain this? I offer three arguments which may go some way towards providing 
an answer. 

First, the development of very detailed forms of performance monitoring 
in sectors such as schools education and housing management appears to 
be directly linked to the attempt to extend central government control over 
operational matters in some electorally sensitive areas. Second, in the absence of 
strong normative controls, formalization becomes a ‘solution’ to the absence of 
trust. Given the intensification of public sector labour, the collapse of morale and 
the prevalence of cynicism within many occupational groups, the development 
of over-extended forms of performance management can be seen as a return to 
hands-on control over the newly created SMPEs. Third, many forms of routine 
monitoring may be the consequence of bureau-shaping activities (Dunleavy 
1991) but of a largely non-rational form. In other words, rather than being an 
expression of bureaucratic control they are the means by which senior officials 
maintain an illusion or simulation of control within a decentralization system; 
thus the experience that many staff have that nothing ever happens after the 
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inspection, review or audit has occurred. In fact perhaps, in these cases nothing is 
meant to occur for this may be a form of symbolic policy making largely 
designed to reassure anxious senior bureaucrats unused to operating on a hands- 
off basis. 

Performance management systems, even of a symbolic kind, clearly shape 
behaviour but whether they shape behaviour in the direction policymakers 
intend is another, and little researched, question. Clearly, many individuals and 
groups have become highly adept at impression management whilst others have 
become equally skilled in the art of performing to target, even though this may 
run counter to the need to do the right job. Furthermore, the resort to hands-on 
control exacerbates the problem it seeks to address. It further undermines trust 
rather than builds trust (Fox 1974), both in terms of the contractual relation 
between employer and employee and in terms of inter-organizational relations 
(witness the rampant proceduralism involved in much of the contract 
specification which occurs in competitive tendering). Finally, the shift from 
input towards output controls sharpens and deepens the principle of 
performativity against which both organizations and individuals are judged. 
For many professionals this leads to the invalidation of work which is non- 
visible and non-measurable — crucially this means that the care and attention 
given to service users or fellow members of staff suffers as it fails to contribute 
directly to the immediate output measures upon which the organization’s 
success stands or falls. 


CONTROL AT A DISTANCE 


In the previous sections I have outlined the elements of three distinctive 
strategies of control - managed competition, centralized decentralization and 
performance management. In some parts of the public services, such as the 
education sector, all three control strategies have been implemented simulta- 
neously; in other areas, such as the civil service, the diffusion of competition has 
been confined to producer rather than consumer markets. Finally, there are some 
areas, such as social services for children and families, where competition has 
made virtually no inroads but where the use of other methods (i.e. process and 
performance controls) has been intense (Packman and Jordan 1991). 

Attempts to comprehend the change processes presently underway need to go 
beyond traditional binary oppositions such as that between freedom and 
constraint. For example, Eustace’s (1994) article reflecting upon change within 
the university sector is severely hampered by his reluctance to envisage any state 
in between direct ‘hands on’ control, on the one hand, and ‘autonomy’ on other. 
But the point about the introduction of markets and decentralization to the 
public sector is that they combine elements of both regulation and autonomy. 
Indeed my guess is that if we are to properly understand post-modern 
organizational forms then we have to get used to thinking in terms of paradox 
and contradiction rather than the either-or binary logic of the past. 
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Interestingly enough, post-modern theory itself is not entirely free from the old 
forms of thinking. Here recent debates about change within the public sector 
overlap with wider discussions concerning the nature of power and the way in 
which it is exercised. For example one finds a number of writers such as Clegg 
(1989), Kikert (1993) and Mulgan (1988) anticipating the arrival of a new era in 
which power has become dispersed into a myriad of micro-circuits which no 
single super-ordinate body has the capacity to command. This line of analysis 
sometimes explicitly draws upon Foucault’s notion of the demise of sovereign 
power (Jessop 1990, p. 336). The danger with this approach is that by 
concentrating upon the dispersal of power it draws our attention away from 
the new forms of power, concentrating within more remote and less visible 
centres of corporate and state governance. 

In place of what he calls ‘the hierarchical notion of a controller’, Kikert (1993) 
puts forward the idea of ‘a self-governance autonomy of social institutions’. But 
this concept of self-regulating actors operating within dispersed networks 
constantly runs up against his own experience of the reform of higher education 
in Holland. Kikert (1995) notes that one of the chief motives prompting reforms 
was economic, ‘the responsibility to decide how savings were to be made was 
delegated to the institutions themselves. They were in effect granted the power 
to perform painful cutback operations on themselves — not the most desirable 
autonomy one could imagine’ (1995, p. 144). As a consequence one tends to find 
two quite separate lines of analysis within Kikert’s writing, the one emphasizing 
self-governance and autonomy ‘where coordination and integration are 
practically impossible’ (1995, p. 149), the other giving emphasis to what he calls 
‘steering from a distance’. 

The ambiguity within Kikert’s analysis is clearly illustrated in the following, 


Assuming that in a network of nearly autonomous actors no coercive steering 
can be exercised by any actor, steering has to be non-coercive and has to take place 
by stimulating the various actors to display the collectively desired behaviour of 
their own free will. Central top-down control has to be replaced by a varied 
system of incentives which influence the actors and push them directly into a 
particular desired direction. This is steering by ‘incentives’ or behavioural stimuli 
of a non-coercive nature. 

but then he adds, ‘Steering by means of incentives is almost a form of non- 
steering’ (1995, pp. 149-50). 

His difficulty in seeing steering as a powerful means of hands-off control 
shows up once more in an adjacent passage where, having asserted that co- 
ordination within a multi-rational network which lacks a common overall goal 
cannot work, Kikert adds a footnote which states ‘in such a situation the only 
form of ‘co-ordination’ which can take place is at the meta-level of the rules of 
the game’ (1995, p. 156). But the British experience indicates that steering by use 
of incentives and sanctions and the setting of meta-level rules (what DiMaggio 
and Powell (1983) call ‘the power to set premises’) can be an extremely effective 
form of ‘hands-off’ control, indeed probably much more powerful than hands- 
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or’ regulation and direction. My feeling is that the obituaries currently being 
read for the collapse of sovereign power are premature, certainly successive 
Conservative governments in Britain seem unaware of them. 

In an earlier article, I tried to picture this combination of regulation and 
autonomy in terms of ‘freedom within boundaries’ (Hoggett 1991). I was aware 
that a key element of the boundary within which devolution occurred was 
constituted by the burgeoning systems of performance management, and in this 
essay I have tried to give more emphasis to this in terms of the shift from input to 
output-based forms of control. But the idea of ‘freedom within boundaries’ now 
seems too static and organizationally focused. Hence, given the systematic 
introduction of market and non-market-based forms of competition to the public 
services, my interest in shifting the focus of analysis from the organization to the 
field in which it operates. I am aware that many have criticized the Population 
Ecology perspective for its determinism. Reed (1992), for example, notes how 
this perspective ‘emphasizes the operation of a systems logic’ which works its 
way through behind the backs of social actors’ (pp. 144-5). But, despite such 
strictures, it is precisely this idea of a covert or implicit logic into which social 
actors are dragged that I feel does helpfully illuminate some of the many 
processes through which collusion with the market presently occurs. As 
successive Conservative governments in Britain have never tired of telling us, 
‘you cannot buck the markets’. As forms of market and non-market-based 
competition have been progressively introduced into the British public sector an 
initial moment of opposition has been followed by a reluctant but inevitable 
entrapment in the logic of structured competition. In saying this I do not wish to 
deny that the markets have not been shaped, even subverted, in some instances 
by these actors. As we noted before, markets resemble fields consisting of other 
organizations responding to the same field. But for public sector markets in 
particular we must remember that such fields are also pre-structured by 
government, a government which moreover remains a key player so long as its 
monopsony purchasing role remains intact. 


BOTH ROWING AND STEERING 


In this final section, I wish to return to the hypothesis I outlined at the beginning 
of this article, that the restructuring of governance in Britain has been strongly 
influenced by the country’s relative decline. I have tried to describe a new model 
of organizational governance built around the principle of regulated autonomy. 
Clearly such a mode of governance could be used for a variety of different 
strategic purposes — as in Britain, to reduce public expenditure and heighten 
inequalities, or, as is equally possible, to provide a framework for regional 
development and the renewal of local democracy. Nor does regulation 
necessarily have to be top-down; more genuinely egalitarian and organic forms 
of the self-regulation of production do appear to be emerging in certain regions 
and sectors of the global economy (Nohria and Eccles 1992; Camagni 1991). But I 
hope that I have also made clear that there are a number of important respects in 
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which the restructuring of governance in Britain departs from the trajectory of 
regulated autonomy or hands-off control. Specifically, I have in mind the degree 
of centralization and formalization the public sphere has been subject to. 

Given the deep-seated weaknesses of the British economy, fiscal crisis hit 
earlier and harder compared to the majority of its competitors. The social costs of 
economic restructuring combined with the demands of an aging population has 
made the quest ‘to get more for less’ from the public sector in Britain an urgent 
and persistent problem. There can be no doubt that successive Conservative 
governments have risen to this challenge — elements of British approaches to 
privatization, competitive tendering, performance management, operational 
decentralization and internal markets have been adopted widely by countries as 
diverse as Singapore and Sweden. But if the British government has acted as a 
global innovator in this respect some aspects of its approach have not been 
subject to emulation elsewhere. The restructuring of the public sector in Britain 
demonstrates several elements of hands-off control systems (e.g. the develop- 
ment of structured markets, the linking of resource allocation to performativity, 
the new forms of operational decentralization), but these have to some extent 
been dwarfed by visible elements of centralization (e.g. the destruction of the 
autonomy of local government, the development of the quango state) and the 
extended use of hands-on systems of performance management creating a form 
of ‘evaluative state’ (Henkel 1991). 

Thus whilst strategic centralization and ‘tight-loose’ performance manage- 
ment systems have a part to play in sustaining hands-off control within the 
British public sector we have experienced far more centralization and forma- 
lization than is required by the model. This has had a number of dysfunctional 
consequences. Excessive centralization has proved to be politically dysfunc- 
tional. Despite its attempts to pass responsibility down the line, the hand of 
central government has at times become so visible that it is now widely held by 
the British public to be responsible for the perceived failings of the public service 
in areas as diverse as the prison service, community care and education. Reed 
(1992) notes that the ‘capacity to “control at a distance” is never total and is 
always contested in some form or another by those who constitute its primary 
targets’. Given the flawed character of this approach in the UK, it is not 
surprising that at times the hand of government has been far from hidden and 
processes of public service reform continue to be contested within virtually every 
sector. Moreover, the separation between strategy or policy on the one hand, and 
operations on the other, is not always easy to maintain, particularly in the context 
of government rather than the firm. This the Major government has discovered 
to its cost as repeated crises within the Child Support Agency, the Student Loans 
Company and the HM Prison Service dogged the Conservatives in late 1994 and 
early 1995. Within schools education, parents and teachers have repeatedly 
contested the government’s right to dictate educational strategy as evidenced by 
the struggle over aspects of the national curriculum and pupil testing in 1994 and 
the revolt of school governors against cuts in education spending in 1995. Finally, 
as I hope I have demonstrated, excessive formalization has proved to be 
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organizationally dysfunctional, creating new layers of bureaucracy engaged in 
contract specification and monitoring, quality control, inspection, audit and 
review and diverting the energies of professional staff away from service and 
programme delivery into a regime of form-filling, report writing and procedure- 
following which is arguably even more extensive than that which existed during 
the former bureaucratic era. 

The paradox of Britain in the 1990s therefore is the co-existence of an un- 
regulated economy with an excessively regulated public sphere. If Britain has an 
economic strategy then it appears to be one which relies on attracting inwards 
investment into an unregulated, low-wage economy in contrast to the dominant 
European model which looks towards more endogenous forms of growth 
around emerging regions and sectors. Thus, unlike the Utopia of a high trust, 
high skill, participatory firm commitment to quality drawn by some variants of 
the flexible-specialization thesis, what we seem to be heading towards in both 
private and public sectors in the UK is the development of a high output, low 
commitment work-culture in which trust has become a value of the past and 
where quality counts for far less than quantity. In other words what we seem to 
have is a form of ‘flexible mass production’ (Piore 1991) in which workers and 
managers are subject to the progressive intensification of labour in the context of 
a Britain undergoing continued relative economic decline. As I hope I have 
demonstrated, the public sector in Britain in particular exemplifies this uneasy 
combination of the new and the old, the hands-off and the hands-on, the 
sophisticated and the crude, freedom and surveillance, quality and quantity. 


CONCLUSION 


In providing these general reflections I am aware that there are some 
developments that I have not dealt with adequately. For example, the spread 
of individually based employment contracts, performance-related pay and 
decentralized pay bargaining clearly parallel the three dominant strategies 
described in this article. Nor have I dwelt upon the interface between 
managerialism and professionalism, a phenomenon which also seems to be 
seeking different forms of resolution in different sectors. In education, increased 
centralized control of the curriculum (which has been a highly contested process) 
has served to undermine teacher discretion and has had a direct impact upon the 
labour process of the professionals concerned undermining considerable areas of 
work autonomy (Shaw 1990). Within the social security service the impact has 
been more ambiguous. This was already an area of low discretion but the impact 
of IT combined with the introduction of the ‘whole person concept’ has certainly 
led to the introduction of multi-skilling in a number of front-line jobs (Hoggett 


‘1994b). The emergence of the professional-manager which I anticipated in a 


couple of articles a few years ago (Hoggett 1990, 1991) has developed more 


unevenly — for example, the process of converting senior professionals into . 


managers seems to have gone much further in the education and primary health 
care sectors than in others. On the other hand, the diffusion of performance 
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management systems has :clearly had the effect of reducing professional 
autonomy across a wide number of different sectors. Clearly, anyone seeking 
to provide an overview of developments in the entire public service will fall 
short in a number of areas of detail which are necessary to provide a flavour for 
the specific changes occurring in each policy sector. The usefulness of an 
overview however lies in the possibility of being able to provide a sense of 
perspective, i.e. to see the wood for the trees. 

What I am offering here is one perspective, clearly there are several others 
which are possible. Like any other perspective the one here draws upon my own 
values and experiences. As I see it, writing in mid-1995, Britain’s political future 
now seems very much in the balance. On the one hand, a further Conservative 
victory might well imply that the crucial question becomes not whether Britain 
will be dragged reluctantly towards Europe but whether Europe will be dragged 
reluctantly towards unregulated, low-wage Britain. On the other hand, and one 
still hardly dares entertain the thought, the Conservatives might not win. Would 
a Blair-led government arrive with a mandate to restore the commitment and 
reduce the exploitation of the public sector workforce and dismantle the massive 
centralization of state power which has accumulated in the last decade and a 
half? This, as they say, may be the sixty-four thousand dollar question. 
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THE ENABLING STATE: THE ROLE OF 
MARKETS AND CONTRACTS 


NICHOLAS DEAKIN AND KIERON WALSH 


Contracts have been a key element in the recent reform of British public services. Their 
introduction has formed part of a broader process of change in which the market 
structures and values have featured prominently. In practice, contracts have both 
brought benefits and presented problems. More particularly, greater organizational 
formality has raised some important issues — the role of trust and the form and practice 
of accountability prominent among them. Evidence from a recent ESRC-supported study 
shows that some services (the simpler ones) have generally gained from the reforms; but 
the evidence for more complex ones is equivocal at best. 


INTRODUCTION 


Contracts and markets have been crucial to the process of reinventing the public 
service in Britain which began a decade ago and is still in full flow. In this 
process, the concept of contract is as much a metaphor and the basis for a new 
rhetoric as formal legal mechanism. At the centre of the process of reinvention 
lies the notion of redefining the state’s functions — separating out a ‘core’ of 
policy making and direction and retaining only a minimal ‘periphery’ of residual 
delivery functions that are defined as essential but cannot for whatever reason be 
discharged elsewhere. In principle, this process should transform the state, 
locally and centrally, into an ‘enabling’ organization, responsible for ensuring 
that public services are delivered, rather than producing them directly itself. The 
functions that the state no longer performs can then be entrusted to a variety of 
other agencies, trading for profit or operating as voluntary bodies within a 
managed market in which contract plays a key role. 

This approach has its roots in New Right political theory and two opposite 
assumptions. The first is negative: the belief based in public choice theory that in 
the absence of market disciplines the state cannot deliver services efficiently, and 
is vulnerable to producer capture and bureaucratic empire building (Willetts 
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1992). This links to the opposite and positive belief that all activities involving 
the delivery of goods and services can be more efficiently and effectively 
undertaken through the market (Seldon 1990). In its extreme form this view 
reduces welfare to a commodity, and delivery of services to shopping at a 
supermarket (Gilmour 1992). 

One of the keystones of the reform project has been the reconstruction of local 
government. This has been substantially influenced by the government's 
perceptions of local authorities as the embodiment of rival values and an 
institutional obstacle to the reform project. Their view was reflected in a 
sequence of legislative changes to relations between centre and locality, the high 
watermark of which was the introduction of the community charge, ‘a tax so 
unpleasant that it would lead local electorates to constrain the activities of local 
authorities without central government having to do it for them’ (Willetts 1992, 
p. 59). The failure of the poll tax, which suffered popular rejection through being 
perceived as manifestly unfair can be contrasted with the success of the subtler 
but ultimately more far-reaching reform through the imposition of compulsory 
competitive tendering (CCT), which has the double objective of shifting some 
functions into the market and promoting an internal] transformation of the 
authorities themselves. 

The working through of these themes can also be seen in the development of 
the social policy reforms devised after 1987. This has been compared by David 
Willetts (a participant) to an ‘inflight refuelling exercise’. 

Nicholas Ridley, another participant, suggests that the long-term objective 
was, in classical New Right terms, simply to reduce the public sector to the 
minimum role consistent with retaining residual protection for the deserving 


poor. 
Margaret Thatcher, he asserts: 


never believed the" it was either possible or desirable to bring standards in the 
public service uy' ‘to the highest level in the private sector: to do so would be 
enormously expensive. It would also destroy an area of choice, an ambition for 
which to strive, and restore an element of the dependency culture (Ridley 1992, 
pp. 80-1). 


However, after the change of Prime Minister late in 1990 the objectives of the 
project appear to shift. John Major had already signalled his concern for public 
sector reform while Chief Secretary to the Treasury. He strongly endorsed the 
programme of managerial reform within the civil service which had begun with 
the introduction of the financial management initiative (FMI) and moved on to 
the more radical measures set out in the Next Steps programme, of hiving off a 
range of functions and staff into executive agencies. These reforms acquired a 
new focus in the Citizen’s Charter programme, set out in a White Paper in July 
1991 and intended to provide the cornerstone for the process of cultural change 
in the public sector. After the election victory of 1992, the creation of the Office of 
Public Service and Science (OPSS) provided an institutional base for the 
programme within Whitehall and the White Paper ‘Competing for Quality’ 
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introduced the concept of market testing as a means of exposing existing 
government programmes to direct competition. 

This process of institutional reform has now begun to acquire a bipartisan 
flavour, unlike the initial response to most of the individual elements in the social 
policy package described by Willetts. The idea of ‘reinventing’ government 
through the introduction of markets and contracts appears logical. It is presented 
as resting on commonsense principles of efficient management and value for 
money; it seems modern. For opposition parties as much as for governments, it 
holds out the promise of a system in which the political agenda can be set at the 
centre and overall control over implementation retained without acquiring 
responsibility for tedious detail, so that politicians in power can have the luxury, 
in the latest cliché, of ‘steering, not rowing’ (Osborne and Gaebler 1992). Yet 
these policies have already proved to be both more complex and more 
controversial in their working through than the brief account so far given might 
suggest. In this paper we explore some of the specific implications of current 
public service policies and the use of contract made within them, as they have 
affected different service areas. 


THE POLITICS OF IMPLEMENTATION 


The introduction of contracts as part of a broader programme of change raises a 
number of issues about the functioning of the political system. As Kettl argues: 
‘.. public reliance on private markets is far more complex than it appears on the 
surface. In these relationships, government inevitability finds itself sharing 
power, which requires it fundamentally to rethink not only how it manages but 
how it governs’ (1993, p. viii). 

In theory, moves to separate policy-making from implementation ought to free 
politicians to consider longer-term objectives. For the New Right, it offers the 
prospect of eventually achieving a system of ‘welfare without politics’ (Green 
1993), in which authorities meet once a year only to let contracts and then 
disperse, leaving the ‘magic of markets’ to do the rest (Ridley 1988). 

In practice, matters are not so simple. Issues of responsibility and 
accountability cannot simply be left to market logic to resolve. An attenuated 
system of democratic accountability to ministers and through them (in theory) to 
Parliament remains in place, though it is questionable how effective and how 
genuinely democratic it is proving to be in practice (Stewart 1993). Ministers are 
constantly drawn back into debate on the detail of policies and find it difficult to 
escape being called to account for the performance of services. At the same time, 
senior managers entrusted with new responsibilities exercise those tasks under 
much closer scrutiny and find themselves defending policy decisions in public 
and subject to hostile scrutiny by press and Parliament. Some junior managers 
apparently find this closer exposure threatening; others have learned to use the 
media rather than suffer passively from its attentions. 

More significantly, delivery systems once put in place have shown a tendency 
to develop their own dynamic and are often proving to be neither self-controlled 
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nor stable. Services, once contracted out, develop a distinctive style and logic; 
managers, once encouraged to take greater responsibility, reach out for more. 
Overall, the process becomes increasingly difficult to rein back or control. The 
introduction of market-based procedures encourages the belief that solutions to 
those further difficulties that have emerged are most logically to be found in a 
further dose of the same medicine. 


POLICY AND MANAGEMENT IN PRACTICE 


The new public service management replaces hierarchical control with the 
market as the means of co-ordinating activity. The transformation is not total, 
and the public sector remains a mixture of co-ordination by authority and by 
price (Eccles and White 1988), but the balance has shifted towards public 
organizations being contract based. The development of the market-based public 
service involves a number of changes: the separation of purchasers and 
providers; the development of contracts and quasi-contracts; and the operation 
of trading systems based upon prices and user choice. The emphasis on these 
different elements of market-based management has varied from one part of the 
public service to another. In the National Health Service it is the separation of 
purchaser and provider that has dominated, with contracts and trading being 
secondary. In central government, the development of agencies involved some 
limited separation of purchaser and provider, and loosely defined internal 
contracts, though market testing is now tending to place contracts at the centre of 
the ‘market mix’. In social care, contracting has so far dominated, though the 
purchaser/provider split is becoming more important. Education has been 
changed by giving schools and colleges their own budgets, so that they can 
choose where they purchase services, forcing local authority education 
departments to adopt a trading approach. In local government the mixture of 
internal and external markets based upon contracts, purchaser/provider splits 
and trading is highly developed, though to different degrees in different service 


areas. 


Policy and markets 

The development of the market-based approach to the management of the public 
service is at an early stage, but the pace of change is rapid. Changes that most 
people would have been seen as impossible only a decade ago are now 
commonplace, for example the contracting out of prisons and other govern- 
mental control activities. Revolutionary though it clearly is in its effects, at one 
level the market-based approach to public service management embodies a very 
traditional understanding of the political process, with its emphasis on the 
separation of policy making and implementation. Policy is made at the top of the 
organization by the purchaser, and put into effect at the periphery by the 
provider, operating according to a contract which includes a clear statement of » 
standards. The approach is one of centralization and decentralization at the same 
time; centralization of policy and the setting of the parameters within which the 
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system works, and decentralization of operational management. This model 
takes account neither of the incrementalist critique of Wildavsky (1964) and 
others, nor of the argument of Lipsky (1980) that street level bureaucrats will 
inevitably exercise discretion. Judgement, in so far as it is exercised at all, is a 
matter for the few policy-making purchasers, not for the mass of providers. The 
introduction of contracting requires the public organization to be capable of 
managing at a distance, through the monitoring of explicit standards. In many 
cases, though, there are problems of adverse selection and moral hazard, because 
of the difficulty of observing effort and performance (Ricketts 1994), and the 
problems of obtaining information. 

There are difficulties of writing down complex services in specifications, which 
has been apparent in the cases of health and social care. It is easier to operate 
market-based contracting approaches for simple repetitive services than for 
complex professionally based activities, but there are difficulties even for simple 
services. It is fairly easy to see whether refuse has been collected, but much more 
difficult to tell whether vehicles have been serviced properly. In the case of 
services such as health and social care it is often difficult to make any statement 
about the detail of the service that is to be provided, and contracts tend to be 
written in very general terms. The purchaser is often dependent on the provider 
for knowledge of what has been done, or even what should be done, so that 
information becomes a key battleground in service management, as has been the 
case in the National Health Service. 

The development of policy in public organizations requires a degree of 
informality, which it is difficult to maintain under a contract regime. As one local 
government officer said: 


You have to balance a whole set of things that you want in policy terms and if you 
go out it is much more difficult to have that balance judgement made. The 
contractor, operating on a formal contract will not balance our policies the way 
that we want. 


In health there are arguments that contracting cannot easily encompass subtle 
policy intentions: 

At times it feels like this organization is really struggling to achieve its purposes 

and although strategies like ‘Health of the Nation’ can help I am concerned that 

we do not know within this organization about the gap between ‘health’ and 

contracts. So how will we be able to do anything about it through such a 

bureaucratic mechanism. 


Contracts deal poorly with ambiguity in the policy process. 

There is much that is tacit in any organization, and the formalities of the 
contract system do not easily capture custom and practice and informal modes of 
adaptation. It is possible to write contracts and develop market procedures in 
ways that try to encompass the need for informality and adaptation. Contracts 
embody processes of variation, or are written so that they do not state precisely 
what is to be delivered, but allow the detail to be negotiated at the time of 
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delivery. As Stinchcombe and Heimer (1985) argue, though, such a pattern of 
contracts begins to look very like a traditional organization, with its incomplete 
and manipulable employment agreements. The more complex the service, the 
more likely the purchaser is to be placed in the paradoxical position of creating a 
market that works like an organization. 


Performance and quality 

Performance and quality management are central to the market-based manage- 
ment of the public service. The Audit Commission (Audit Commission 1993a) 
has argued that contracts are too much based on input and method rather than 
performance specifications. The National Health Service Management Executive 
has also argued that contracts should focus on effective medical procedures. It is 
certainly the case that contracts for the relatively simple services that have been 
subjected to competition under the Local Government Act 1988 have largely 
been method and input based, stating, for example, the number of times that 
grass is to be cut or the type of mower that is to be used. This is not true of health 
and social care contracts, many of which state the outputs that are to be 
produced. Health contracts, for example, often state the number of units of 
service, operations or whatever, or simply, under block contracts, the overall 
character of the services that are to be provided. Generally, where observation is 
difficult, there is a tendency simply to state the nature of the service that is to be 
provided, leaving the planning of work up to the provider. The difficulty is that 
our understanding of which medical interventions are likely to be effective and 
which not is limited. Nor do contracts and the specification of standards in 
themselves change the power distribution in public service organization. In 
health, for example, medical staff retain considerable power as providers, and 
trusts have considerable autonomy in the determination of the pattern of service 
that they provide. 

There is a strong tendency to focus on the quantifiable elements of 
performance and quality as a result of the development of markets for public 
services. Studies of the framework agreements which govern how Next Steps 
agencies in the civil service are to operate have shown that they tend to be 
dominated by quantitative indicators at the expense of more qualitative 
measures (Pendlebury et al. 1994). Quality is often being pursued through the 
introduction of formalistic quality assurance systems based on the manufactur- 
ing oriented British Standard, BS 5750, particularly in local government. Clearly 
quantitative measures are valuable, but if they are the only approach to the 
assessment of the value of public services, they eliminate judgement as the 
means of determining appropriate patterns of behaviour. The assumption in the 
new public management is that quality decisions can be made before the event. It 
is equally plausible to argue that principles that tell us whether our systems are 
performing well emerge from practice. 

As Gray has argued: 

... principles or rules acquire whatever authority they possess from the particular 
judgments that we are inclined to make ... reasoning ... is not from principles to 
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cases, but from case to case. Far from principles determining our judgments in 
particular instances, they are abridgements or summaries of our judgments in 
these particular cases (Gray 1989, p. 251). 


If this argument is at all valid, and it is particularly plausible where our 
knowledge of what is effective practice is limited, then the danger of formal 
quality systems, and quantitative performance targets, produced before the 
event, is that they inhibit the exercise of judgement which is based upon dialogue 
rather than measurement. 

The quantitative formalistic approach to the assessment of performance is 
most clearly expressed in the advance of audit in all its forms. The market-based, 
enabling state, operating through contracts is also an evaluative state (Henkel 
1991). There has been a rapid growth of a more surveillance oriented approach to 
audit and inspection since the early 1980s. New inspectorates and audit bodies, 
such as the restructured Social Services Inspectorate, and most importantly the 
Audit Commission, have been established. Existing inspectorates have become 
increasingly significant. Like contract, audit has become as much a metaphor as a 
formal mechanism, a development that is apparent for example in the growth of 
quality and management audit. In part what is happening is a shift in the 
character of trust, from traditional trust in the professional to trust in the 
purchaser and the auditor (Armstrong 1989). Political and management 
problems are being redefined as problems of audit, seen as a neutral mechanism 
for the identification of “best practice’. 


Organization and relationships 

More generally the introduction of markets creates increased organizational 
formality particularly in social care and on the purchaser side. Services are more 
strictly specified. Payment systems are precisely defined, involving orders and 
invoices. Record systems are central to the management of contracts; in the case 
of social care, for example, access to the records of contractors is seen as the main 
method of monitoring contracts. There need to be mechanisms for the resolution 
of differences between clients and contractors, for example methods of 
arbitration. The implications of the increase in formalization of public 
organization can be seen in the costs of managing the new system and the 
potential paperchases that are involved. Managers are critical of the costs that are 
involved in increased formalization and see organizations as being more 
complex and requiring more administrative work. As Appleby notes: 


When asked about the drawbacks of the Act, most DGMs cited administrative costs 
and bureaucracy mainly in relation to contracting (the requirement for more 
detailed information, more specificity, and for better invoicing and monitoring 
systems). The systems of dealing with extra contract referrals and the 
disproportionate amount of effort required for a small amount of total business 
was also criticized. There was also concern over increased management costs 
arising from the purchaser/provider split and the perception that money had been 
diverted away from patient care (Appleby et al. 1994, pp. 19-20). 
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There is similar evidence from other countries. In New Zealand Boston 
argues that: 


Whatever the merits of the new order, there are many areas of concern. One of 
these relates to the cost of changing organizational structures and departmental 
boundaries. These include the economic costs of reorganization (including the 
costs of consultants’ reports, departmental submissions, redundancy pay, 
redeployment and retraining, etc.), the costs of disruption to on-going business 
of government, and the social costs (including the stresses and strains caused by 
extra work pressures, job insecurity, the loss of morale, redundancy, etc.). To date, 
no comprehensive evaluation of the costs of Labour’s machinery of government 
change has been undertaken, although some figures have been published relating 
to the costs of redundancy pay and consultancy fees. For example, between 
September 1986 and July 1990 redundancy pay for state employees cost the 
government more than 310 million (Boston et al. 1991, p. 255). 


A number of studies in the United States of America have documented the 
high costs of contract management, particularly for human services (Smith and 
Lipsky 1993). Similar concerns were constantly raised with us in research 
interviews. 

Contract theorists have emphasized that contract is not an abstract formalistic 
mechanism, but typically involves the development of relationships that go 
beyond, and perhaps ignore the formal terms of the contract (MacNeil 1980). The 
relations between parties to contracts frequently go against the rights and 
responsibilities that are embodied in formal contract conditions. The contract will 
not simply establish a particular pattern of responsibilities, but will also be 
influenced by the social context in which it is introduced. The results of contract 
will be influenced by the distribution of power and the way that interests and 
incentives are affected by market processes. Our research has shown that in the 
period immediately following the introduction of a contract regime there is a 
tendency for relationships between purchaser and provider to deteriorate, and 
for there to be an emphasis on sanctions for poor performance. In social care for 
example there have been a number of court cases, and in health some growth in 
punishment-oriented contracts. Relations are as likely to be poor within 
organizations following the introduction of contracts internally, as when 
contracts are with external providers. One local government officer interviewed 
argued that the introduction of a market system created the opportunity for ‘the 
settling of old scores’. 

Social theorists have recently laid a great deal of emphasis on the importance 
of trust in ensuring the persistence of the social order. Markets are ultimately 
dependent on people’s willingness to place trust in others of whom they may 
have little knowledge or experience, and institutional frameworks are needed 
which make this possible. In local government, where contracts have operated 
for longer than in other areas of the public service, there is an increasing 
emphasis on trust; as one client officer said: ‘Tt’s probably best not to invoke the 
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penalty clause ... We do not want to replace the culture of sorting things out 
informally with one of fines and so forth’. 

We have found that it is rare to make use of a sanction-based approach as 
relationships develop. There is more of a tendency to take action against external 
compared with internal providers, though the use of sanctions against any 
providers is limited. The tendency to use sanction-based approaches is growing 
in health while it is declining in local government. 

Risk contracts are mechanisms for sharing risk between purchaser and 
provider. The pattern of risk allocation will vary with the nature of the service, 
for example the degree of difficulty in predicting levels of need, and the form of 
the contract. The evidence from our study is that purchasers tend to try to shift 
risk onto providers where they can do so. Theorists have argued that 
government is typically a more efficient risk bearer than private providers 
(MacAfee and MacMillan 1988), but public services do not behave as if this is the 
case. In social care, for example, prices for residential accommodation have been 
set with relatively little regard for the costs of providers. In health care, contracts 
frequently require providers to cope with changes in cost. In the second year of 
health contracting many purchasers required providers to increase the amount of 
service provided with little negotiations. The degree to which risk is borne by the 
purchaser or the provider will partly depend on power. In social care, for 
example, those local authorities with fewer providers have tended to bear more 
of the contractual risk. 

In the second year of community care contracting some authorities have cut 
the price they are willing to pay simply because they know that providers will 
not be able to do anything about it. The pattern of contracts that is developing is 
not dependent simply on efficiency but also power considerations. Transaction 
cost theory tends to imply that the pattern of governance that emerges in any 
area of economic activity will be determined by overall efficiency considerations, 
but it seems from our evidence that it is the efficiency interests of individual 
partners and their degree of power that will be determinant. As Dow (1993) has 
argued, there is a need to consider the way that gains are appropriated in 
attempting to understand the emergence of different modes of organizing 
transactions. The result may well be an overall efficiency loss, for example 
because public organizations, searching for fixed price contracts, are paying 
excessive risk premiums. 


Accountability 

A stated aim of the government reformulation of the management of the public 
sector is that there should be greater transparency and accountability in the way 
that public services are run, which is seen to depend on market mechanisms, and 
on treating citizens as customers. Waldegrave argues that: 


The key point in this argument is not whether those who run our public services 
are elected, but whether they are producer-responsive or consumer-responsive. 
Services are not necessarily made to respond to the public simply by giving 
citizens a democratic voice, and a distant and diffuse one at that, in their make-up. 
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They can be made more responsive by instituting mechanisms which build in 
publicly approved standards and redress when they are not attained (Waldegrave 
1993, p. 13). 


It is clear that the move to contracts for public services has increased the 
responsiveness to users in some cases, particularly in simpler, repetitive services, 
such as refuse collection. There is also evidence that the accessibility of services 
has increased, and the public have been made aware of the nature of the services 
they receive. In one authority we studied, for example, the number of public 
telephone contacts made about the refuse service grew from 40,492 in 1990/1991 
to 126,242 in 1993/1994. In the health service and social care the number of 
complaints is rising rapidly, reflecting public perception of their rights. There is 
also evidence that public service organizations are making more effort to consult 
people and involve them in the determination of services. Executive agencies in 
central government claim that they are more responsive to users than used to be 
the case (Fogden 1993), as did managers we interviewed in health, local 
government and social care. 

The issue of accountability cannot be considered simply from the perspective 
of service delivery. The challenge to accountability in the public service has a 
number of components. First, there is the separation of the political and 
managerial levels in the organization, with politicians being responsible for the 
setting of standards and monitoring service delivery, and managers for 
delivering services to the standards set. Second, there is the challenge to the 
public service ethic, and the interaction between commercial and service 
motivations. There are also difficulties that arise in assigning responsibilities in 
a public service that separates purchaser and provider-side responsibilities. 
Salamon (1981) has argued that contracts for public services in the United States: 


.. continually place federal officers in the uncomfortable position of being 
responsible for the programme they do not really control ... Instead of a 
hierarchical relationship between the federal government and its agents, what 
exists in practice is a far more complex bargaining relationship in which the 
federal government has the weaker hand. 


Managers in the public service generally feel that accountability within the 
organization is improved by contracts, but that accountability to the public is 
not. 

The issue of accountability highlights the conflict between the role of the state 
as service provider and as government. In New Zealand, which has pursued the 
market-based approach to government service more systematically than any 
other country, except, perhaps, for the United Kingdom, the issue of 
accountability has resulted in a review of the system. 

The key issue is the extent to which a nexus of contracts is more transparent 
than a hierarchical system. On the surface at least there are advantages to the 
hierarchical pattern if the single person at the head of the organization can be 
held responsible for failure. In practice, developments totally separate from the 
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introduction of contracts had eroded that apparent clarity, for example the 
increasing limitation of ministerial accountability over the last thirty to forty 
years. Contracts should allocate responsibilities with clarity. The problem arises 
when there is a multitude of interlinked contracts. Failure by one contractor may 
be argued to result from default by another, the classical sub-contracting 
problem. The contractor may argue that failure is the fault of the clients not 
acting effectively. In one of the local authorities we studied for example, there 
was a contract for the provision of payroll services. The client side manager 
argued that he spent more time trying to get the clients to act effectively than 
dealing with failure by contractors. The apparent simplicity of the allocation of 
responsibility that is promised by the development of contract instead of 
hierarchy is difficult to attain. This issue is becoming more important as contracts 
affect more and more organizational functions. 


Financial management and budgeting 

Generally the introduction of contracting tends to make budgeting easier and 
financial management more difficult. Budgeting is eased because costs are often 
set for a number of years ahead through tender prices. This certainty is, of 
course, bought at the expense of flexibility; even with the ability to vary the 
contract, purchasers may find themselves having to continue with a pattern of 
service they would like to change. By contrast, in financial management, both 
purchaser and provider-side managers face the need to operate within tighter 
constraints involving both income and expenditure accounts, rather than being 
concerned simply to keep within estimates as was the case with traditional 
systems. The separation of purchaser and provider roles and the creation of a 
nexus of contracts creates difficulties in ensuring that budgets match. In the first 
year of the operation of contracts for community care there was significant 
underspending in the early part of the year. Typically managers operating 
decentralized trading accounts tend to be conservative in their spending, an 
approach which has led to large surpluses being accrued in schools and family 
practitioner fundholding practices. The difficulties are also apparent in the 
mismatch of purchasing and provision in the National Health Service, that has 
resulted in contracts being completed well before the end of the year. In 1993- 
1994, for example, a survey by the Royal College of Surgeons found the 44 per 
cent of surgical units had had to curtail or stop some activity. The poor standard 
of much public service management information makes the effective operation of 
trading accounts difficult. A significant number of trust hospitals are claimed not 
to be meeting financial targets. In the case of local authority direct service and 
direct labour organizations it is common for financial failure not to be apparent 
until it is too late to do anything about it. 


CONCLUSIONS 


Brunsson and Olsen (1993) have argued that the reform of public services is often 
formal rather than real, attempting to mould the perception of the organization, 
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rather than change its character. Certainly there is evidence that what is changed 
is often the public face of the organization, rather than those issues that are of 
most concern to the public (Walsh and Spencer 1989). There are two key issues 
here. First, to what extent has the reform of the public service along market lines 
changed the reality of service provision? The second issue is that of how we 
make the judgement about whether things have improved or not, given the 
difficulty in measuring public service performance. The focusing of attention on 
the management of the public service diverts us away from basic issues such as 
levels of funding. Market mechanisms are partly being used to manage the 
tightening constraints on public expenditure, so that spending problems become 
budget and contract, rather than political issues. In practice it has proved 
difficult to reconstitute issues such as hospital closure and reductions in 
education spending as purely market problems. 

The evidence points to an improvement in simple services, where the 
technology of production is well understood and performance can readily be 
observed. It would seem, for example, that the standards of refuse collection and 
street cleaning have improved significantly. In building cleaning, where 
performance is difficult to observe, quality has not improved and may have 
deteriorated. There is little evidence on the operation of contracts for more 
complex services, such as health and social care. Where the quality of service is 
seen as having improved it is difficult to determine whether this is the result of 
contracting in itself, or of the fact that attention has been given to the operation of 
services that may previously have received little management consideration. 
There are also causes of inadequate tenders being compensated for by cutting 
back on the quality and variety of service. One national observer of local 
government whom we interviewed said that many leisure service contracts were 
only surviving by introducing ‘wall-to-wall aerobics and car boot sales’. 

What contracting and competition has done is to focus attention on the way 
that the quality of public services can be assessed, but the attainment of quality 
of service seems to be significantly influenced by the degree to which outputs can 
clearly be specified and observed. 

The financial implications of the reform of public services along market lines 
are much debated, and the evidence is equivocal. The clearest evidence is that on 
the impact of competitive tendering and contracting out of services in local 
government. It seems fairly clear that there are savings from contracting and 
competition in many cases, though the actual levels are much more debatable. 
Savings seem most likely to be made in the case of simple and repetitive services 
such as refuse collection and cleaning. In more complex services there seem to be 
few savings to be made. In the National Health Service for example, there is no 
evidence that reforms have led to savings. The most extensive study of health 
service change (Robinson and Le Grand 1994) provides a very mixed picture 
with evidence of trade-offs between equity and efficiency, Hawthorne effects, 
and difficulties of disentangling long-term and short-term results. It is as well to 
be sceptical about the efficiency impacts of the introduction of market 
mechanisms. Many studies rely on assertion or on surveys of management 
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perception. Even in the case of the United States, where there is much more 
experience, Van Horn (1991) argues that: 


When pressed few officials could supply any hard evidence to support their claim 
that private contracting was cheaper than government service delivery. If cost 
comparisons were ever made they were forgotten. Without any pressure to 
change, most officials have long since decided that they would rely on private 
firms to perform a range of local county and state government services. 


There is relatively little evidence on the transaction costs of operating market- 
based systems, though what there is shows that they are significant (Audit 
Commission 1993a, 1993b, Walsh and Davis 1993). Particularly important to the 
new public service will be the implications of the interaction of different elements 
of the market system. In the National Health Service for example the interaction 
between the operation of general practitioners as purchasers and the more 
general responsibilities of health authorities for commissioning is creating 
difficulties, although several commentators have been won over to the 
advantages of decentralized purchasing, which fundholding represents. 

The adoption of market mechanisms resulted partly from the desire to control 
trade unions and staff, especially professionals. Early cases of contracting out in 
local government, for example in Southend and Wandsworth, were explicitly 
aimed at reducing the influence of traditionally powerful trade unions. 
Contracting was frequently justified in terms of managers being given ‘the right 
to manage’. The weakening of the trade unions through legislative change has 
made this less of an issue, and the focus is now more on the reduction of labour 
costs. This has been achieved in contracting out by the combination of worsening 
pay and conditions, and intensification of effort. Negotiations with labour has 
been increasingly decentralized and union membership has declined. European 
legislation may work to protect staff in future, though only to a limited degree. 
Independently managed units such as Next Steps agencies, schools and colleges, 
and National Health Service trusts are beginning to move away from nationally 
negotiated agreements. Performance-based pay is increasingly widespread. 
While it has cut direct labour, the introduction of market mechanisms seems to 
have increased the levels of managerial work. The growth of white collar staff in 
the National Health Service is the most contentious case, but the role of 
management in schools, for example has also increased. While the introduction 
of market processes has decentralized control within global organizations, such 
as the education or health services, it has led to increased centralization within 
individual units such as schools and hospitals. There is some evidence of the 
emergence of a two-tier labour market. On the one hand there are those who 
form the core of the organization, typically the purchasers and senior managers, 
and on the other the mass of staff concerned with the direct delivery of service, 
whose terms and conditions are under threat. 

The rapid move to the market may be more easily explained in terms of 
interests and the search for legitimacy than its substantive results. Meyer and 
Rowan (1977) have argued that the public service, because of the difficulty that it 
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faces in demonstrating results, adopts those approaches that are likely to a l 


enhance the degree to which it is seen as efficient. There are also clear gainers 
from contracting processes, for example senior public officials (and some 
management consultants) who can focus on more interesting policy-oriented 
work if they devolve the responsibility for direct service delivery, as the bureau- 
shaping thesis suggests (Dunleavy 1991). Even more obvious gainers are the 
private contractors who are active in public service markets. Their influence has 
certainly increased over the last ten years, and they now have easy and regular 
access to ministers. In the case of local government contracting there has been a 
continual tightening of the contracting regime to ensure that it is easier for 
contractors to be able to compete. In the National Health Service the clear gainers 
from change have been senior managers. Politicians, who had hoped to be able 
to distance themselves from operational issues and problems of rationing, have 
not been able to do so in practice. Interests will only partly explain outcomes in 
complex organizational games. New contract-based systems are developing their 
own momentum and internal logic, which are putting them in directions that 
were not always anticipated by those that set them up. In particular, the interests 
of users, frequently proclaimed as the ultimate objective, has not yet risen far up 
the agenda in practice. If the gap between political rhetoric and reality is to be 
closed, another cycle of intervention seems inevitable. 


NOTES 


1. The title of opss (Office of Public Service and Science) was shortened to OPS (Office of Public 
Service) after the recent prime ministerial reshuffle of Summer 1995. 

2. The support of the Economic and Social Research Council (Grant no. L114251007) for research 
on which this article is partly based is gratefully acknowledged 
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CONTRACTING IN THEORY AND IN PRACTICE: 
SOME EVIDENCE FROM THE NHS 


CHRIS BENNETT AND EWAN FERLIE 


The contract is the main mechanism for governing transactions within public sector 
‘quasi markets’. This article explores the nature of the contracting process in the light of 
new empirical data from a qualitative study of the development of contracting for 
HIV/AIDS services within the National Health Service. These data are compared with four 
possible models of the contracting process emerging from the academic literature, 
classical, relational, regulated and pseudo contracting. 

The White Paper on the NHS reforms uses a classical concept of contracting, in which 
purchasers are represented as making well informed and unrestricted choices between 
competing options. This bore little relation to the process observed within the four 
purchasing organizations studied. Instead, elements of all the models were observed, 
with the dominance of any one model varying with different situations, times and 
localities. Competition was only patchily evident, with purchasers more commonly 
encouraging co-operative relationships between providers to preserve stability. 
Attempts to utilize the contract process to mould and reconfigure services were often 
hampered by restrictions imposed by regulations and slow implementation of new 
mechanisms. Contracting was also adversely affected by rapid organizational change 
and lack of adequate information. It is concluded that contracting in the NHS is an 
evolving process and has yet to achieve its full potential as a management mechanism. 


I THE CHANGING NATURE OF MANAGEMENT IN THE PUBLIC 
SERVICES 


The late 1980s witnessed an intense period of social legislation (notably the 
Education Reform Act 1988; the Housing Act 1988; the Local Government 
Finance Act 1988, and the NHS and Community Care Act 1990). These legislative 
changes represent a significant new departure in policy, rather than an 
incremental continuation of past policies (Glennerster et al. 1991). Taken together, 
they indicate an attempt to restructure the British welfare state along more 
‘business-like’ lines, accelerating the move to a New Public Management 
apparent since the early 1980s (Ferlie et al. 1996). The reform programmes go 
beyond structural change, and introduce new personnel, roles, organizational 
forms and ways of working, indeed a new organizational culture. 
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A major theme within the New Public Management has been the creation of 
‘quasi markets’, mimicking the effects of markets but within publicly owned 
settings. There is proclaimed intent to move to management by contract within 
these quasi-markets. So the development of the contracting process is of strategic 
importance in the new order. In our view, the analysis of contracting has been 
underplayed, as the emerging literature on the New Public Management has 
often concentrated on other important issues such as the nature of quasi-markets, 
the rise of the ‘New Magistracy’ (Stewart 1992), and the changing professional/ 
managerial interface. Nor, to date, has much empirical material on contracting 
been available. 

In this article, we utilize new data from a study of the development of 
contracting for a particular service issue, HIV/AIDS, to explore more generally the 
process of contracting within the context of the quasi-market in health care. 


II TOWARDS A THEORY OF CONTRACTS WITHIN QUASI- 
MARKETS 


The quasi-markets now emerging within UK public services look very different 
from received models of neo-classical markets. Ferlie (1992) has developed the 
theory of the relational quasi-market, and empirical support for this was 
presented in Ferlie (1994). 

The key mechanism for governing transactions within the quasi-market is the 
contract. Contracting has frequently been seen as a purely technical task. We 
suggest its significance may have been underestimated and that the process of 
contracting can be addressed as a major analytic area in its own right. We review 
four models from the academic literature on contracting and compare them in 
section V with empirical evidence collected during research in four purchasing 
authorities. 


Classical contracts 

A contract can be defined as a voluntary agreement through which parties make 
legally binding commitments about their future behaviour. It is conventionally 
seen as the primary mechanism for the regulation of voluntary exchange 
relationships within classical markets. This classical model is more easily applied 
to spot exchange transactions than to more complex and longer term trading 
relationships. In classical contract law (MacNeil 1974, 1978) the identity of the 
parties to the contract is not considered relevant. Market alternatives are 
available, and sustaining the relationship is important. The emphasis is on legal 
rules, formal documents, self-liquidating transactions and recourse to litigation 
to resolve contractual disputes. The discrete exchange is the focal point of 
analysis. 


Relational contracts 


This classical model is open to challenge. Macaulay (1963) found that 
businessmen frequently settled contractual disputes without reference to the 
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contract or legal sanctions. Contract law was in practice relatively marginal to 
continuing business relations. Instead, private governance arrangements and 
social fields provided effective, if informal, relational sanctions. These findings 
were replicated by Beale and Dugdale (1975), who highlighted the role of norms, 
a sense of duty, and industry level customs in reducing recourse to formal 
contractual remedies. 

MacNeil (1974, 1978, 1983) proposed an alternative model of the ‘relational 
contract’, resulting from the increased duration and complexity of contracts 
characteristic of advanced economies and societies. The contract is relatively 
open ended and becomes increasingly embedded in a social relation with its own 
history and norms. 

A contract-based society is seen as requiring the existence of strong norms for 
such relational contracts to work effectively. Noorderhaven (1992) highlights the 
development of interpersonal or interorganizational trust, as well as informal 
business customs, while MacNeil (1983) accords special attention to contractual 
solidarity and reciprocity as norms strongly associated with contract-based 
forms of behaviour. 


Regulated contracts 

Market regulation also affects the contracting process, with contracts subject to 
both administrative and professional sources of regulation. Examples can be seen 
in the newly privatized utilities, with government instituted regulating bodies 
exercising their powers to keep down prices to consumers. In the public sector, 
universities and colleges, exhorted by government to act as businesses and 
compete for custom, are also restricted by government regulations on tuition fees 
and numbers and types of students taken. 

Hughes and McGuire (1992, p. 107) refer to ‘the conceptual gymnastics’ 
needed to sustain the metaphor of the market within the NHS, given 
governmental regulation: ‘the NHS contract represents a radical departure from 
the traditional concept of contract as a voluntary agreement through which 
parties make legally binding promises’. Moreover, contractual disputes are to be 
resolved through an internal arbitration process, rather than the courts, with 
wide reserve powers given to the secretary of state. 

In addition, government is able to determine pricing regime, with providers 
directed to calculate prices on a ‘full cost’ basis with no planned cross 
subsidization. Indeed, Hughes (1993) argues that regulation is increasing rather 
than diminishing as the internal market develops, while Laughlin (1991) even 
detects a process of ‘juridification’, suggesting that regulation may be going 
beyond acceptable limits. 

Professionalized organizations are also regulated from within. In the health 
service, doctors control entry to and exit from the profession through their 
professional body, the General Medical Council, and through Royal Colleges 
with their own conditions for membership. They retain considerable leverage in 
shaping pay and conditions as well. Professional codes also influence standards 
and specifications for the service to be contracted. 
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Pseudo-contracts? 
This perspective derives from the literature on organizational change, where it 
has been argued that reorganizations within public sector organizations will fail 
to deliver sustained change. There may be tactical compliance, but once political 
pressure is removed, old-style behaviours re-emerge. The superficial illusion of 
change masks the underlying reality of continuity. Ashburner et al. (1996) argue 
that this may underestimate the impact of current public sector reorganizations. 
Our fourth model therefore suggests that previous norms and behaviours 
could continue, despite superficial lip service being paid to the new order. In this 
model, competition might be more apparent than real and purchasing viewed as 
no more than the old-style allocation process relabelled, with the contract merely 
reinforcing traditional patterns of funding. 


It THE DEVELOPMENT OF THE CONCEPT OF CONTRACTING IN 
THE NHS 


The background to the reforms 

The ideas that eventually led to the White Paper reforms were evident 
throughout the 1980s. Centrally sponsored initiatives, designed to reduce 
healthcare costs by increasing value for money and strengthening the role of 
management, included setting efficiency targets, contracting out and market 
testing, income generation, and the introduction of general management (DHSS 
1983). 

The concept of an internal market in healthcare built on these early initiatives. 
Its specifics originated from a paper, ‘Reflections on management in the NHS 
(Enthoven 1985). One of Enthoven’s suggestions was that responsibility for 
funding services could be separated from that of providing them. Healthcare 
purchasers could then choose from a range of providers competing with each 
other on various parameters, especially cost and quality. Many did not expect 
this suggestion to be taken seriously (Prowle 1988), but increasing pressure on 
the government to increase health service funding prompted a review. The 
decision was taken to implement a functional restructuring of the NHS into 
purchasing and providing organizations and the White Paper Working for 
Patients (Department of Health 1989) was published in January 1989. 


The White Paper model of contracting 
The model of the internal market implicit within the White Paper is very 
straightforward. It states that district health authorities and fundholding general 
practitioners (the purchasers) should contract with hospitals and other agencies 
(the providers) to buy health care on behalf of patients. In a similarly simplistic 
way, the relationship between those purchasing and providing services, the 
contract, is defined as: ‘to provide specified services in return for agreed funding’ 
(NHS Review Working Paper 2, Department of Health 1989p). 

This seems very close to a classical model of markets and contracting, but 
gives no indication of the true complexity of the process involved. Ferlie (1992, 
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1994) notes that the market of the classical economists assumes perfect 
competition, perfect information, good price signals and frictionless transactions. 
Thus a prerequisite for effective contracting would be good information. 
However, as Bunch (1992) points out, and as Margaret Thatcher herself admits 
in her autobiography (Thatcher 1993, p. 617), existing NHS information systems, 
were simply not adequate to provide the detailed data on costs, caseloads, 
quality of provision, outcomes and future needs required. Personnel with the 
skills needed for contracting were also in short supply (Ham 1992). 

The NHS with its history, culture and relationships going back many years, also 
seemed inherently ill suited to a model of the market based on competition 
between numbers of providers, transient relationships and spot exchange 
transactions. Indeed, the whole thrust of service planning prior to the reforms 
had been to avoid duplication and take advantage of economies of scale, 
reducing the number of service providers within localities (Ferguson and Posnet 
1990). 

Finally, despite government statements about ‘giving managers the tools with 
which to manage’ and ‘greater control over the resources for which they are 
responsible’ (Department of Health 1989), observers have noted heavy 
regulation of the market, both in financial terms (Maynard 1993) and, more 
fundamentally, because: ‘In spite of all the reforms, it continues to be a public 
sector bureaucracy which must be accountable to the public and to politicians’ 
(Key et al. 1994). 

Thus the NHS internal market did not appear to have the potential to work 
according to the classical model of contracting implied by the rhetoric of the 
White Paper. Indeed, by 1993 the government had apparently recognized this. In 
a series of speeches by the Health Minister (Mawhinney 1993), the earlier 
emphasis on purchasers’ promoting competition gives way to references to 
developing ‘mature relations’ with providers, while private sector market 
relationships are now cited as being built on ‘partnerships and long-term 
agreements’ and more concerned with managing relationships than buying 
things. 

We can thus see some evolution in the model of purchasing being proposed by 
government, but does this reflect what is happening in practice? How does the 
process of contracting, the key mechanism of the market, actually operate? 


IV RATIONALE AND METHODOLOGICAL APPROACH 


The main empirical foundation for this article is data from research funded by 
the Department of Health on the development of contracting for HIV/AIDS 
services. Selection of HIV/AIDS services as a suitable focus for studying 
contracting was not purely pragmatic. Shortly after the publication of the White 
Paper, Troop and Zimmern (1989) suggested that the true test for the new 
arrangements would be in developing contracts for patients requiring co- 
ordinated inputs from more than one source: 
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Contracts will also have to take into account the need for links between different 
parts of the service ... many of these links are ‘informal’, based on close working 
relationships between different professional staff as much as on clearly defined 
organization. There are worries that with units or hospitals working to strict 
costings ... much of this traditional co-ordination in health care between different 
services will be lost. 


People with HIV/AIDS provide a good example of patients whose needs for 
treatment and care involve a large number of different specialties within the 
health service, as well as statutory and non-statutory organizations outside it. 
Thus to focus a study of contracting on HIV/AIDS services has some important 
advantages. On the other hand, we recognize that a number of factors, notably 
the high profile the issue achieved in the 1980s, the unusually great involvement 
of the voluntary sector in service delivery, and the provision of ring-fenced 
funding, to some extent set it apart from other services. So we should be cautious 
in assuming that our findings about the contracting process for HIV/AIDS can be 
directly extrapolated to the NHS as a whole. 

The research covered a two-year period, starting in July 1993, and used 
longitudinal qualitative methods and a case study approach. It was conducted in 
four purchasing authorities, one in inner London and three in the West 
Midlands, selected to exemplify different needs and patterns of service 
development. Provider organizations came from both statutory (health and 
local authority) and non-statutory (voluntary) sectors. Data collection included 
both in-depth interviews and analysis of documentary evidence. However, to 
understand the developing contracting process we found it necessary to spend 
considerable time in observation of meetings between the groups involved. 
Much of the data used in this article comes from a preliminary analysis of notes 
taken at these meetings. 


V CONTRACTING IN THE NHS: FROM THEORY TO PRACTICE 


In this section we examine evidence from our data on the contracting process as 
it operates in practice, and compare it with the models of contracting described 
in section II. However, although we have described discrete models, we are 
describing a process of change which is dynamic and fluid. The varying 
characteristics of the purchasing organizations studied, their different histories, 
and the size and characteristics of the local HIV-infected population are all likely 
to have differentially affected implementation of the reforms. Rather than 
expecting to demonstrate a perfect example of any particular model, we start 
from the premise that the initial concept of contracting as described within the 
White Paper and its associated literature, most closely resembled the simple, 
classical model. We then attempt to identify elements of different models as they 
develop, are moulded by circumstance, or possibly revert over time toa previous © 
state. 
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Relational elements of contracting in an internal market 

First, we consider to what extent the model of contracting developing within the 
NHS may be relational rather than classical. The NHS before the reforms did not 
seem a particularly suitable context for implementation of a classical model. 
However, the structural reorganization acted as a powerful catalyst for change 
which might have created more appropriate conditions. The lack of detail within 
Working for Patients allowed enormous scope for experiment (Maxwell 1989). 
Some purchasing authorities were speedy to recognize new opportunities and by 
1991 ‘strange and colourful alliances with or without the blessing of legal 
sanction’ were being discussed all over the country (Moore 1991). Our London 
purchasing authority, for instance, originated in a consortium formed from three 
health authorities long before most had started to address the practical 
implications of purchasing services even within their own boundaries. Similarly, 
on the provider side, some units were eager to form themselves into NHS trusts, 
while others were slower in accepting that change was inevitable. Nonetheless, 
though welcomed by some and resisted by others, the separation between 
purchasers and providers came into being in April 1991, ensuring that real 
change occurred and that some form of contracting for service provision became 
necessary. 

A new language also rapidly emerged, seeming to reflect a ‘classical’ concept 
of contracting with its emphasis on competition and adversarial relationships. 
The government soon rejected some of the terminology in the White Paper, with 
words such as ‘markets’ and ‘contracting’ being described as only shorthand for 
agreements which would not be legally binding (Beecham 1989). But the new 
terms had by then become common parlance even among its critics. Long before 
actual implementation of the reforms, using different language subtly yet 
irrevocably changed the way in which people thought about the health service 
and hence the way they behaved, even in opposing it. One respondent 
demonstrated this implicit if regretful acceptance of a new competitive order, yet 
to become objective reality in that purchasing authority, with the comment 
concerning former colleagues in a provider organization: ‘I keep forgetting we're 
not all friends anymore’. 

Is there evidence, however, for development of classical market type activity as 
well as terminology? Initially, block contracts bore uncanny resemblances to 
previous years’ service plans, while prices bore little relation to actual costs 
because of lack of data. Today, though better information is increasingly 
available, there still seems little progress towards cost and volume and cost per 
case contracting. If anything, the trend is in the opposite direction, with a 
number of our purchasers moving from annual to three and even five year- 
service agreements. Many HIV services are open access, so patients have unusual 
freedom to act directly as customers and exercise free choice. Here cost per case 
might be the most suitable (albeit not the most efficient) type of contract. 
However, as information about service use is still rudimentary (Bennett and 
Ferlie 1994) block contracts based on traditional service patterns (rather than 
usage) remain the norm. 
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Macara (1994) argues that the fundamental ideology underpinning the reforms 
is competition, rather than cooperation. Historically, although competition 
between NHS units bidding for resources did exist, it was not explicit and 
allocation was mainly on the grounds of subjective perceived value. Markets, on 
the other hand, classically compete on more objective measures of cost and 
quality. Since such data are now starting to become available, is there evidence of 
progress towards competition and a corresponding reduction in the importance 
of relational factors, such as traditional purchasing patterns? 

Here a dilemma becomes apparent. In the private sector competition is based 
on demand and reflected in prices. Achieving equity among consumers, or 
planning strategically for their future needs, is irrelevant. In the public sector, 
and particularly the NHS, such concerns have not only traditionally been 
paramount, but are enshrined in new government policy such as Health of the 
Nation (Department of Health 1992). In their review of district purchasing plans, 
Klein and Redmayne (1992, p. 11) illustrate the difficulty. 


Decisions about priorities are not just about funds ... many of the purchasing 
plans express their priorities as much in terms of organisational processes as of 
financial inputs ... high on the list of priorities 1s the need to build up the 
machinery required to run the system; to put health authorities in a better position 
to take future decisions about how to allocate their resources. Thus there is much 
stress on creating new alliances. 


Our own research bears out this assessment. Even in the London purchasing 
authority which commenced contracting early, there is general reliance on 
existing service providers, preoccupation with organizational processes and an 
emphasis on achieving cooperation, not just between purchasers, but, more 
fundamentally, between potentially competing providers. Maynard (1989) 
concluded that competition was unlikely to emerge as managers would be 
inclined to form cartels. In fact, our evidence suggests that any cartels are being 
initiated, not by the providing organizations, but by purchasers anxious to create 
a seamless service. 

For example, an NHS trust in one of our authorities suggested it should become 
the sole source of HIV/AIDS services for a particular group of patients, many 
currently receiving services outside the area. The purchaser, though keen to fund 
the new service, insisted on a solution involving the co-operation of all the local 
providers. When efforts to encourage the providers to organize a service between 
themselves failed, the purchaser convened a number of meetings, where it 
became clear that each provider wanted to offer an individual service. However, 
the purchaser refused to fund on that basis and, since all were reluctant to reject 
additional funding, the providers eventually agreed a compromise. 

This episode illustrates the potential power of the purchasing function in 
influencing service provision, particularly where new development money is 
available. It also shows that the market forces involved are too complex to fit a 
simple classical market model. For instance, it begs the question of who are the 
consumers, as patients’ opinions were not directly sought. It could be argued 
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that the purchaser was standing proxy for them, indeed the perceived needs of 
the patient group for a local service appeared to be part of the stimulus for 
service development. However, other possible motivators included a wish to 
avoid extra-contractual referrals or multiple contracts, and to preserve harmony 
amongst local providers. 

Another factor inhibiting the development of competition is that, unlike the 
one in the previous example, many authorities have few realistic options for 
service provision. The White Paper envisages purchasers contracting with 
hospitals offering better deals outside their immediate area, but the evidence 
suggests they are likely to be very reluctant to destabilize local providers by re- 
routing funding. 

Even where other service options exist, other relational factors such as loyalty 
and tradition may motivate purchasing decisions. Nor may such factors apply 
only to large, acute sector facilities. One of our respondents admitted that 
funding to one long-established HIV voluntary organization was being 
continued, not because it was the best option for service provision, but because 
it was not possible to ‘imagine a world without X’. 

Another element which may mediate purchasers’ contracting practices is the 
complexity of the task Increasing government pressure to keep down 
administrative costs and meet stringent manpower targets means that a 
multiplicity of options within a locality may be difficult to handle. For instance, 
in London, with its relatively large HIV infected population, large numbers of 
voluntary organizations compete for a slice of the purchasing budget. There may 
be a strong temptation to eschew competition and take the easier option for 
funding large, established providers. On the other hand, where there are few 
patients and the sums involved are not large, as in two of our purchasing 
authorities, an opposite process may occur, with purchasers taking the view that 
to collect the information required to differentiate between several community- 
based or voluntary sector services, is not worth the effort. Then it is frequently 
the providers most skilled at presenting their case which receive the funding. 

Though shifting through multiple options may be avoided, making 
comparisons between two providers may be a more realistic prospect. One of 
our purchasing authorities was making deliberate efforts to stimulate 
competition between two acute sector facilities, and in another, there were 
suggestions of introducing competitive tendering between two health promotion 
services. Nevertheless, the possibility of hidden relational components in the 
decision making should not be discounted, as historical relationships can be poor 
as well as good. In both these cases it became apparent that motivating factors in 
the promotion of competition included an element of paying off old scores. 

Alongside strong influences towards preserving the status quo in service 
provision, however, other factors are creating movement in the reverse direction. 
One of the most important is structural organizational change and consequent 
loss of organizational memory. Although never stated explicitly in any official 
document, it was clear from early on that joint commissioning, leading to 
formation of purchasing consortia and ultimately mergers between purchasing 
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organizations would be a likely consequence of the reforms (Ham and 
Heginbotham 1991; Ham and Spurgeon 1992). 

Such changes are now happening at an unprecedented rate and pace. All our 
case study purchasing authorities have experienced or are experiencing mergers. 
One authority has already merged twice and is in the throes of a third, and 
archival analysis has been hampered because documents relating to previous 
organizations have been dispersed. 

The aim of such reorganization has been primarily to increase purchasing 
power and achieve economies of scale. But the wider geographical areas now 
covered, combined with reduction and redeployment of staff, have also created 
greater separation between purchaser and provider organizations and 
fragmentation of long-standing relationships. This, in classical contracting terms, 
might be seen as a positive, preventing ‘cozy’ alliances and encouraging a more 
‘hands off’ approach. However, given the parlous state of formal information 
systems within the NHS, interruption of informal information flows may mean 
that purchasing organizations may have little in-depth knowledge of the services 
they are purchasing and the needs of the client groups. 

HIV co-ordinators, for instance, have mostly been designated as purchasers, 
distancing them from services of which they used to have a very detailed 
knowledge. One respondent from this group had been working with local HIV 
services since 1984. Becoming a purchaser rather than a provider entailed a new 
administrative workload and new responsibilities. Then successive mergers 
massively increased the geographical area, introducing new providers and 
reducing the time available to individual organizations. Finally, as a consequence 
of a further merger and manpower reductions, the respondent was made 
redundant, depriving the purchasing authority of ten years experience and local 
knowledge of the field. 

Another frequent consequence of changes in personnel and the disruption of 
long-standing relationships is a diminution of trust between contracting parties. 
While the classical model emphasizes the role of information in decision making 
about contracts, relational contracting is heavily dependent on trust (Ferlie 1992). 
If contracts have to be entered into without adequate information, as still not 
infrequently happens, trust may be obligatory rather than felt, which is not quite 
the same. Verbal and behavioural evidence of mistrust between purchasers and 
providers, ranges from such comments as ‘they (the providers) are just a bunch 
of crooks’ to one purchaser who resorted to sitting in his car outside a drop-in 
centre to judge for himself the accuracy of the statistics provided. Such mistrust 
was not always unwarranted as some providers freely admitted that they 
manipulated the information given to purchasers. Recently, however, we have 
noticed signs that both purchasers and providers are becoming very aware that 
lack of trust may put both parties at considerable disadvantage and the 
establishment of regular meetings, at least partly with the explicit purpose of 
developing closer relationships, is becoming more common. 

On the other hand, providers, though keen to establish close relationships with 
purchasers, seem more ambivalent about association with other providers. We 
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saw in the earlier example that it may be very difficult for purchasers to 
encourage providers to work together. Business managers of NHS trusts tend to 
focus on achieving the best deals for their own organization, their partiality 
sometimes exacerbated by traditional rivalries between prestigious hospitals. 
Clinicians, and particularly clinical directors, display a curious mixture of 
collegiality and competitiveness, depending on whether they are discussing 
issues regarding patient needs, or who should provide the service required. 
Currently it is difficult to predict whether the co-operative or the adversarial 
mode will ultimately prevail. 


Regulatory elements of contracting in an internal market 

Few organizations, public or private, can operate in a market free of all 
government regulations. The development of the internal market in the NHS took 
place against a background of ideological and political restrictions about how 
healthcare is conducted (free to all at the point of delivery; treatment based on 
individual need, not cost; rapid response to urgent need), and pre-existing 
bureaucratic and financial restrictions (such as cost limits and national pay 
agreements). In addition new, and arguably unduly restrictive regulations 
(Maynard 1989), were imposed on the conduct of the developing market and the 
contracting function. 

Individual specialities may also have specific regulations applying only to 
them. HIV/AIDS services are highly regulated by government, with specific 
Department of Health directives informing health authorities on department 
policy for the use of ring-fenced funding. Though such communications are 
called ‘guidance’, at health authority level they are often regarded as obligatory. 
For instance, one directive emphasized the importance of multi-agency working, 
especially with the voluntary sector. In one of our case study authorities, 
compliance with this directive was cited by the purchaser to justify lengthy 
formal investigation of a voluntary organization which had submitted a bid for 
funding, despite general consensus that the organization was not worthy of 
support. 

Direct financial intervention also begins long before individual purchasing 
authorities start negotiating with their providers. Cost limits are applied by the 
Treasury across the NHS as a whole and to the HIV/AIDS special allocation 
specifically. Then the Department of Health will allocate by weighted capitation 
formulas and other variable criteria to regions. Regions may then sub-allocate to 
their health authorities. West Midlands, for example, has for some years top- 
sliced their allocation to support an HIV/AIDS unit which accepts referrals from 
throughout the region. Many purchasing decisions are thus taken in advance, 
often without reference to those involved in contracting at local level. 

The role of professions in mediating contracting is also important, and 
professional values may influence both the decisions taken during contracting 
and the process itself. HIV/AIDS, as a new and particularly visible health issue, 
provides a very clear example, since from the very beginning the whole shape of 
the response to HIV/AIDS was influenced by professionals at both government 
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and local level (for accounts see Bennett and Pettigrew 1991; Berridge and Strong 
1993; Bennett and Ferlie 1994). In particular, the delay in implementing 
contracting for HIV/AIDS was due in part to early patterns of service development 
resulting from key clinical ‘product champions’ (Stocking 1985) creating highly 
regarded specialist services at a few sites, thus encouraging flows of patients 
across health authority boundaries. This, combined with policies of open access 
and preserving confidentiality, now greatly complicates the contracting process. 

With contracting implemented, although clinical judgements are still likely to 
have a major effect on service proposals, clinicians within provider organizations 
have potentially somewhat less influence on service configuration than in the 
past. For instance, the new clinician-initiated proposal for service development, 
cited earlier, might well previously have been funded as it stood, whereas the 
purchasers chose to take the proposal and develop it according to their own 
agenda. On the other hand, some of the new clinical managers seem to be taking 
a very firm grip on contracting issues, and providers as a whole seem keen to 
establish regular communication with purchasers. If they succeed in doing this, 
clinicians may well be able to re-establish leverage on decision making. 

Other medical professional influence on contracting within purchasing may 
come from GP fundholders and from public health physicians. The government 
envisaged GPs and health authorities working together to: ‘maximise the level of 
treatment that can be reached within available resources and make well- 
informed decisions on their priorities for health care’ (Department of Health 
1989b, p. 11). 

The influence of GP fundholders on HIV contracting so far has been limited, 
since until recently most patients received most of their care through hospital- 
based services. However, some GPs are now beginning to be included on HIV 
purchasing groups, though in one instance we observed the GP being excluded 
from meetings with contentious issues on the agenda by the simple expedient of 
not being invited to attend. 

In each of the authorities we are studying, public health physicians have a 
degree of influence in shaping decisions, both in matters to do with professional 
expertise and in their attitude towards the reforms. For instance, where they 
head commissioning groups their view of the reforms, whether positive or 
negative, may affect the rate of implementation of contracting. Nonetheless, 
there are signs that the medical profession’s influence in the contracting process 
may be diminishing. Medical professionals do not always hold positions of 
power on commissioning groups, while contracts managers are developing 
expertise and becoming more confident about making decisions about service 
configuration and even content. One public health physician respondent was 
clear that he was being sidelined. Contracts meetings were taking place without 
him and his advice was sought only on matters concerning epidemiology. 
Interestingly, some evidence suggests that a similar process may be occurring 
within large GP fundholding consortia, where contracts managers, charged with 


working up contracts for GPs to approve, may sometimes be taking important = 


policy decisions without reference to medical guidance. 
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Pseudo markets: contracting as relabelling 

Finally, we should consider the possibility that the White Paper reforms have not 
created something different, but have merely added a new cosmetic gloss to long 
established systems. Here we should be aware that we are still looking at the 
early stages of a change process, and that while we can identify trends, it is 
difficult to see very far into the future. It may be important to distinguish, too, 
between failure to achieve real change because of the dissent of participants, and 
failure because the concept of an internal market in health care is simply 
unworkable. 

Certainly there have been some fundamental changes in the language used 
about the health service. The unthinkable is now not only thinkable but can be 
said without the political consequences that would hitherto have followed. 
Terms such as competition, market forces, cost limits and even rationing though 
still stimulating public debate, are now not only permissible, but go almost 
without comment amongst NHS professionals. 

However, because these things can be said does not mean that everyone agrees 
with them. Speed of take up of some aspects of the internal market, and 
particularly the wholesale introduction of contracting has been variable, with 
dissenters at lower levels in the organization sometimes able to subvert 
implementation. However, top-down pressure now seems to be having its 
effect, and even our most reluctant purchasers of HIV services were forced to put 
together service specifications in 1994. It remains to be seen whether their 
capitulation will be whole-hearted or mere lip service. One purchaser, faced with 
a provider concerned at the prospect of losing a large amount of funding if 
underbid, reassured the provider that the specification could be prepared in 
such a manner as to ensure that his service got the contract! Nevertheless, 
most of our case study authorities, although the sophistication of their 
contracting mechanisms varies, do seem to be genuinely trying to make the 
system work. 

However, our second question was whether the internal market was actually 
workable. There are arguments for and against. On the plus side, with better 
information flows, contracts seem to be becoming more sophisticated and 
address issues such as need and quality rather than just financial factors. On the 
other hand, the downsizing of purchasing organizations in response to 
government directives to reduce management costs, may mean decreased 
monitoring and attenuating relationships between them and the providers. In 
addition, contract periods are already being extended from one to three years to 
reduce the huge amount of work involved in servicing an annual contracting 
round. 

More importantly, there seems to be a growing realization that market forces 
cannot solely determine the provision of health care. The Oregon experiment in 
America, in which attempts were made to find a system for prioritizing different 
forms of medical intervention, demonstrated that consumers find making 
choices about who should and should not get what types of health care as 
confusing and difficult as doctors do (Klein 1991). So other ways need to be 
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found to determine the overall pattern of service provision. This suggests an 
incipient return to some kind of planning system, theoretically no part of the new 
order, but interestingly signalled in a speech by William Waldegrave, the then 
Minister of Health in June 1991, when he said of purchasers that they ‘should 
concentrate on the difficult scientific and political challenges of public health 
planning.’ Are we possibly on the brink of the emergence of something that is 
neither the old health service, nor entirely a market, but a fascinating new hybrid 
with elements of each, but also developing some new and interesting systems of 
its own? 


VI CONCLUDING DISCUSSION 


We started this examination of the process of contracting with the premise that 
the concept of contracting, as delineated within the government White Paper on 
the NHS reforms, most closely resembled a simple classical model, with 
purchasers envisaged as making unrestricted choices on the basis of good 
information about options. However, we suggested that both the theoretical 
literature on contracting, and the organizational history of the NHS indicated that 
contracting within the NHS was likely to emerge as a far more complex process, 
with relationships and regulations playing a large part in mediating purchasing 
decisions. We even questioned whether a contract-based system of resource 
allocation was actually viable and asked if we were simply seeing the 
development of a pseudo market - with the old bid-based system of resource 
allocation persisting beneath a purely cosmetic application of contracting form. 

How do these original theoretical premises stand up beside the empirical data 
collected through observing the contracting process in action? The first point to 
make is that no combination of the theoretical models suggested is currently 
universally applicable across the case study sites. Nor is it possible yet to 
determine whether there is a trend in any particular direction. However, as we 
showed in the previous section, elements of each of the models could be 
observed at all our sites. 

What does our analysis suggest? First, as anticipated from the literature and 
quite rapidly acknowledged by government, a simple classical model of 
contracting is applicable in practice only under special circumstances. Such 
circumstances include ‘one off’ purchases where much choice is available and 
there is little or no obligation to maintain a social relationship on either side, for 
instance, spot purchasing a discrete package of care from a private agency. 
Another example of utilization of classical market mechanisms can occur when 
encouraging competition is used to achieve a desired shift of resources from one 
provider to another. Here, ‘market forces’ may be used as a convenient method 
for justifying the dissolution of existing relationships. 

In most cases however, the picture is more confusing. The market continues to 
be subject to regulation from both government and the professions. Within our 
example of HIV/AIDS services, centrally generated guide-lines and targets are 
expected to be reflected in local contracts. Indeed, central specifications are if 
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anything becoming more elaborate, given fears that best value has not always 
been achieved from the ring-fenced resources for HIV/AIDS (National Audit Office 
1991). Medical professionals in provider organizations also continue to exert a 
strong influence on service configuration. On the other hand, we have noted 
some evidence suggesting that, as contract managers become more confident, 
medical influence on contracting decisions may diminish. This must raise 
questions about the extent to which professional knowledge and standards will 
continue to regulate the market. 

We also raised the possibility of a ‘pseudo-contract’ model, with purchasers 
merely paying lip service to the imposed changes. There was considerable local 
variation between our case study sites with some being much slower than others 
to implement a contract-based system. Nonetheless, all localities were seen to be 
moving in that direction and it seems certain that the structure, at least, of the old 
resourcing system based on a response to annual bids from providers is now 
obsolete. 

However, does implementation of a contracting system for healthcare mean 
that the spirit as well as the letter of the contracting process is being observed? 
We have offered considerable evidence in support of the premise that contracting 
is a relational process, and have shown that far from aiding the development of 
competitive forces by picking and choosing amongst service options, purchasers 
seem generally to prefer to encourage co-operation. Indeed, it could be argued 
that an emerging role for purchasers is in developing mechanisms for actively 
facilitating more co-operative relationships between providers, who are likely to 
believe they are in competition even where the evidence suggests this is not the 
case. Providers, while sometimes wary of each other, have shown themselves to 
be keen to promote relationships with 

Thus, despite the clear shift to the language of the classical market, in practice 
there seems to be a strong bias towards attempting to maintain and promote 
relationships between contracting parties. Of course, this could simply mean that 
establishing a true market is taking longer than expected. Costing and 
information systems are still underdeveloped, so it might be expected that trust 
and reputation were likely to remain important mediators of decision making, 
with historically strong informal and social relationships between purchasers 
and providers being influential in ensuring future contract funding. Importantly, 
too, the sheer workload involved in revising and renegotiating contracts on an 
annual basis provides an enormous incentive towards developing longer-term 
contracts with less stringently specified detail, particularly as there is continuing 
government pressure to reduce management costs. 

Against this we have seen that structural reorganizations, particularly on the 
purchasing side, are beginning to erode and attenuate links based on personal 
knowledge of individuals. Contract managers who are new to a particular area 
may be more prepared to question established patterns of resourcing than their 
predecessors, and our case study material provides some evidence of this. 
Certainly the contracting process provides purchasers with a mechanism by 
which change could be achieved. The evidence so far suggests that this may only 
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be fully utilized in discrete instances and under conditions where, for one reason 
or another, the maintenance of existing relationships has less importance. 

Before accepting these conclusions at face value, however, we should question 
whether HIV/AIDS services do, as we suggest, provide a good example of the 
process of contracting. It is true that HIV/AIDS is, in itself, similar to a number of 
other chronic conditions, but it is unusual in that a considerable part of the 
service provision comes from non-statutory organizations. The relationships 
formed by NHS purchasers with such organizations could well be different from 
those they have with established NHS providers. There is certainly a need for this 
work to be confirmed through further in-depth research into the contracting 
process as it relates to other specialties. Nevertheless, we would argue that the 
findings reported here, addressing as they do some very widespread issues likely 
to be represented across the whole spectrum of healthcare, do illuminate some 
general aspects of the contracting process. 

We began this article by suggesting that contracting represented a key co- 
ordinating mechanism within the newly reconfigured NHS, and that its 
development was of strategic importance to the new order. In observing the 
contracting process in action we have not been able to determine any one 
particular model which is universally applicable. However, we have found some 
evidence that purchasers are beginning to utilize contracting to enable them to 
mould services in particular directions and commission new services where these 
are perceived to be necessary. On the other hand, we have also been made aware 
of many countervailing pressures which may reduce the utility of the contract 
process. These include reduction in the detail and frequency of contract 
negotiations, diminishing medical involvement, and reluctance, under increasing 
financial stringency, to invest resources in improving monitoring and 
information. Together with the continuing and disruptive structural changes 
which show no sign of diminishing, these have the potential to subvert the 
positive aspects of purchasing, and reduce the contracting process to a mere 
device for moving money around the system. 

Currently, the process of contracting within the NHS is rapidly evolving as both 
purchasers and providers struggle to arrive at a system which enables them to 
create some stability for services and preserve important relationships, while still 
allowing evolution and new service provision in response to newly identified 
need. It will be interesting to see if the model of contracting which finally 
emerges is one which can encompass both these requirements. 
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TANGLED WEBS? MANAGING LOCAL MIXED 
ECONOMIES OF CARE 


JULIE CHARLESWORTH, JOHN CLARKE AND ALLAN COCHRANE 


This article addresses two main issues about the emergent forms of social care provision 
in the development of a more mixed economy of welfare in Britain in the 1990s. The first 
concerns patterns of inter-organizational relationship within local mixed economies of 
care, paying particular attention to the inter-section of competitive and collaborative 
models of such relationships. The second concerns the emergence of a ‘managerial mode 
of co-ordination’ as the dominant force in ordering intra- and inter-organizational 
relationships in such mixed economies. The article draws on research conducted in two 
such local mixed economies of care and addresses some of the theoretical problems 
involved in trying to analyse these new patterns of relationship. 


In the restructuring of the British Welfare state during the 1980s and 1990s, 
most commentators have been able to agree that there has been a shift towards a 
more mixed economy of welfare, no matter how divergent other aspects of their 
analyses have been. This article is concerned with one particular dimension of 
the changing mix of the mixed economy — the emergent shape of the mixed 
economies of care articulated around personal social services departments (SSDs) 
following the 1993 implementation of the NHS and Community Care Act. It 
concentrates on the changing patterns of relationships between SSDs and other 
organizations involved in the co-ordination and provision of social care. Rather 
than focusing on the shifting balance of provision between different sectors 
(public, private, voluntary and so on), the article and the research on which it is 
based are primarily addressed to the problem of understanding the ways in 
which new patterns of relationship are bemg co-ordinated within and between 
organizations. The first part of the article identifies some of the main features of 
these relationships, while the second part is concerned with the theoretical 
problems of how best to make sense of these new patterns. It focuses particularly 
on the issue of an emergent ‘managerial mode of coordination’ in social care, 
drawing on and developing arguments about processes of managerialization 
advanced in Clarke, Cochrane and McLaughlin (eds.) 1994. 
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The 1990 Act brought about significant changes in the organization of both 
health and social care. In the case of health care, the Act inaugurated the ‘internal 
market’ in the NHS, structurally distinguishing purchasers and providers of 
health services, while in social care it aimed to promote several changes: towards 
care in the community rather than residential or institutional care; towards 
greater choice for those in need of support; towards a greater role for the private, 
voluntary and informal sectors at the expense of local authority direct services 
and towards an internal differentiation between purchasers and providers 
within social services departments. In distinguishing different ‘sectors’ in this 
conventional way, there are dangers of obscuring the very different status of 
‘informal care’. It is, of course, not a sector but the outcome of the diverse and 
distributed practices of family, friends and neighbours with their own logics — 
not least the gendered distribution of caring work and its organization through 
relationships of obligation rather than contract. However, the Act aimed 
primarily to change the balance of mixed economies of care and to subject their 
working to more marketized forms of relationship (competition, contracting, 
etc.). Some commentators have suggested that health and social care are 
differentiated by the introduction of an ‘internal’ market in health care and an 
‘external’ market in social care. We are less convinced that such a distinction is 
more than a temporary fiction, since it rests on the assumption of stable 
boundaries between the public and other sectors which are unlikely to be 
sustained in practice. For example, although the NHS trusts are still nominally 
public, their ‘semi-autonomous’ status places them on the margins of the 
public/private divide. At the same time, there are pressures to shift the 
‘provider’ components of social service departments towards more autonomous 
status as ‘trusts’ or ‘business units’ in direct competition with other providers. 
Both market forms are ‘quasi-markets’ in the meaning developed by Le Grand 
and others (Le Grand 1990; Le Grand and Bartlett (eds.) 1993). 

In the case of social care, the attractions of the apparent simplicity of 
‘marketized’ relationships — contracting for care — have been muddied by a 
recognition in the legislation and subsequent guidance that ‘social care is 
different’ (Wistow et al., 1994, c. 6). This difference is made visible in the attention 
paid to the variety of ‘non-contractual’ relationships within which patterns of 
social care are to be developed: consultation, collaboration, forms of joint 
working (planning, commissioning, purchasing etc.). Local authorities have also 
been urged to take an active approach to ‘market development’ (stimulating the 
emergence of new sources of provision). This both reflects continuities with past 
practice — particularly in the relations between local authority ssDs and health 
and voluntary agencies, and represents a set of constraints on the ‘lead agency’ 
role of SSDs. 

Underlying these changes is a commitment to reducing the level of direct 
provision of services through public agencies. In social policy analysis, this has 
been conventionally described as a movement towards ‘welfare pluralism’ or a 
‘mixed economy of welfare’, identifying the more expanded roles to be played by 
non-public sector organizations. The idea of a ‘mixed economy’ is useful for 
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identifying the shifting pattern of provision, although it needs to be tempered by 
a recognition that most fields of welfare services in Britain were already ‘mixed 
economies’ rather than being dominated by state provision (see, for example, 
Langan and Clarke 1993; Wistow et al. 1994). However, if the idea of a ‘mixed 
economy’ is to be used as more than a mere descriptive term for the changing 
direction of welfare provision, it needs to be specified more precisely in a number 
of directions. We think that there are three particular dimensions which need to 
be established in consideration of the ‘mixed economy of care’: 


(1) The mixed economy of care needs to be treated as involving particular 
local configurations, with specific patterns of local provision articulated 
around SSDs (Charlesworth, Clarke and Cochrane 1995). These are not 
just ‘local variations’. There is no national mixed economy of care around 
which such variations may be assessed. At the national level, it is only 
possible to say that the involvement of multiple providers from a variety 
of sectors is being sought and encouraged. The actual pattern of provision 
is resolutely local, dependent on the availability of specific types of 
providers and the policies of the local authority. There are, of course, 
further problems about specifying what ‘local’ means in this context, 
since the geographical boundaries of ‘locally’ vary between agencies (NHS 
and local authorities, for example) and are also subject to change (through 
local government reorganization, for instance). 


(2) These mixed economies of care need to be considered in the context of the 
existing, emergent and desired ‘balance’ of different sectors. As both the 
Audit Commission (1993) and Wistow et al. (1994) have shown, in the first 
phase of implementation the pattern of mixed economies has tended to be 
dominated by existing patterns of provision despite pressures to shift 
from the ‘statutory’ to the ‘independent’ sector (or from public to private 
and voluntary sectors). This reflects both the cautious approach to 
implementation adopted by local authorities and the relative ‘under- 
development’ of the care market (the limited presence of new or 
alternative providers, especially in the field of domiciliary care). 


(3) Mixed economies of care need to be analysed in terms of the prevailing 
patterns of relationship — and models of co-ordination — both within and 
between organizations. The concept of the mixed economy does not 
differentiate between forms of relationship (contractual, collaborative, 
competitive, etc.) that exist between organizations nor about the modes 
of co-ordination around which those relationships are structured. The 
idea of modes of co-ordination points to the dimensions of power, 
principles and knowledges which shape structures, cultures and 
relationships both within and between organizations (these issues are 
discussed more extensively in Newman and Clarke 1994; and Clarke and 
Newman 1996). 
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It is this last dimension that is the focus of this article. Our research on 
emergent local mixed economies of care was concerned with changing of modes 
of coordination (in particular, the tendential development of a managerial mode 
in social welfare) and on the changing patterns of relationships between agencies 
involved in social care. The research (conducted over 12 months in 1993-4) 
investigated emergent patterns in two local mixed economies of care: one in a 
Conservative-controlled county, the other a large Labour-controlled metropolitan 
area. Interviews were conducted with senior managers in the SSDs and with other 
tiers of managers involved in conducting inter-organizational relationships. 
Further interviews took place with representatives of other agencies and 
organizations involved in service planning and provision in the local mixed 
economy (private, voluntary and other statutory agencies, especially health). 
These semi-structured interviews explored perceptions of new processes and 
relationships within and between organizations involved in the local mixed 
economy of care. Some of the findings about the formation of local mixed 
economies are reported in Charlesworth, Clarke and Cochrane 1995. 


KNOWING YOUR PLACE: THE PROBLEM OF NEW RELATIONSHIPS 


The pursuit of the official objective of a ‘seamless web’ of community care 
through a multi-agency mixed economy has promoted multiple and sometimes 
contradictory patterns of inter-organizational relationship. In this context, we 
want to simplify the question about emergent patterns of inter-organizational 
relationships by making a preliminary distinction between competitive and 
collaborative models. Each of these generates distinctive issues for the conduct of 
relationships in the new mixed economies of care and we shall examine these 
before looking at the issues generated by the co-existence of these different 
patterns. Turning first to the competitive model, the White Paper Caring for People 
(Secretaries of State 1989) made clear that this was the founding principle for 
improving social care: 
Stimulating the development of non-statutory service providers will result in a 
range of benefits for the consumer ... a wider range of choice of services; services 
which meet individual needs in a more flexible and innovative way; ... 
competition between providers, resulting in better value for money and a more 
cost-effective service (para. 3.4.3.). 


This competitive model of relationships assumes that the provision of social 
care can be most effectively coordinated through a clear distinction between 
‘purchasing’ and ‘provider’ functions. Purchasing embraces the assessment of 
both aggregate and individual need; the identification of appropriate ‘packages 
of care’ to meet individual needs and the purchasing of these (again in both 
aggregate and individualized forms) from a range of provider agencies to 
supplement informally provided care. Nonetheless, there is evidence from both 
our study and that carried out by Wistow et al. (1994) that the current mixed 
economies of care fall short of fully marketized conditions. The absence of new 
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providers, combined with uncertainty about financial and regulatory conditions 
imposed by central government, has encouraged the maintenance of existing 
providers, albeit in new forms of relationship. Given the difficulties of specifying 
adequate tendering conditions for social care contracting and local authority 
doubts about the appropriateness and viability of fully ‘marketized’ relation- 
ships, purchaser preferences for maintaining known and ‘trusted’ providers 
represent a deliberate alternative to a fully ‘competitive’ approach (see also 
Common and Flynn 1992 and Walsh 1995). 

Nevertheless, the implementation of the Act has involved changing relation- 
ships towards more formalized contractual patterns. This has affected the 
relations between local authorities and the voluntary sector more than the 
private sector, involving as it does the shift from grant-in-aid payments to more 
tightly specified service provision contracts for voluntary agencies. This move 
was certainly seen as disrupting previously existing patterns of relationships: 


Fundamentally, I think that grant aid conjures up a much greater leeway or 
freedom. The Service Level Agreement (SLA) still contains the connotations of 
partnership even if it is a contract by another name. When you move down a 
contractual relationship, then what you're effectively doing is saying that the 
traditional values and traditional relationships in certain areas are no longer valid 
... (SSD interviewee). 


It has also generated or contributed to changes within voluntary organizations 
themselves, placing a premium on demonstrating their ability to be ‘business- 
like’ in their approach to contracting and service delivery. Such pressures may 
disrupt existing internal cultures, commitments and patterns of governance as 
well as potentially threatening the viability of ‘non-contracted’ activities, such as 
campaigning and advocacy work (see, for example, Lewis 1993). It may also 
have the effect of biasing the contracting process towards voluntary agencies 
with the capacity and willingness to comply with contractual processes: 


There is a loss of some of the traditional functions of the voluntary organizations, 
like advocacy and innovation. In the past, with grants, there was scope for them to 
do their own thing. But now, because of shortage of money within local authorities 
as a whole, those activities which fall outside our core priorities, we can’t fund any 
longer. That’s sharpened up with SLAs. There is a worry that they're becoming an 
extension of the local authority arm ~ they’re having to respond to what we want 
rather than some of their bottom-up approaches ... (SSD commissioning manager). 


As elsewhere, the requirement that organizations become ‘business-like’ in 
order to adapt to the requirements of the contracting process is not a socially 
neutral demand. In one of the authorities we studied, there was some evidence 
that the shift towards contracting was producing new forms of social 
differentiation in which voluntary sector agencies had learned to play by the 
new rules: 


We have now got to the stage of having 35 SLAs in place and what is significant is 
who has dropped out. We targeted 40 groups and there was a disproportionate 
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number of Black and ethnic minority groups which dropped out. I think there is 
some suspicion of an organization which appears to be a white-run organization, 
but it is also the case that the Black organizations tend to be smaller, have less 
well-developed infrastructure and so there are problems around some of the 
issues about monitoring and the costs it would involve. Taking a wider view I 
think the SLAs favour the big organizations which are predominantly white. The 
Black groups tend to be more local and there is a real danger that they will drop 
off the edge (SSD interviewee). 


Concerns about the impact of contracting on both access to contracts and the 
work of voluntary agencies were expressed in many of the interviews which we 
conducted with voluntary organizations. Others, however, saw the shift as 
beneficial, both enhancing ‘modernizing’ tendencies within the voluntary sector 
and enabling new opportunities: 


In the past we had a block grant and they gave it with a minimum of discussion. 
Now our funding is attached to SLAs. I prefer this so I can define what I’m giving 
and what I’m being paid for, so as a manager I can evaluate what money we're 
getting, what staff there are to be paid and I can see where funding gaps are and I 
can say to people exactly what needs funding ... Charities in the past have been 
vague and it’s requiring us to be precise which is a discipline people in the charity 
world find very difficult. It moves us away from aspects of the voluntary ethos 
which is a much more elusive structure and requires managers of charities who 
have to be able to manage and have a very broad range of management skills — be 
able to determine what the market is and where they fit in (Chief Officer, 


voluntary organization). 


The voluntary sector agencies often have long histories of interconnection with 
local government, through grant payments, consultation processes, and the 
involvement of officers and members in voluntary organization management 
committees and the like (see Wistow et al. 1994, pp. 88, 99). The move to 
contracting — and the further move towards fully marketized relationships ~- 
challenges the perceived ‘propriety’ of such connections, resulting in one of our 
case study authorities withdrawing its staff from participation in voluntary 
agencies: 


One loss that resulted from the legislation was that the local authority used to 
provide someone to sit on our committee and on those of other voluntary 
organizations. This was very useful as they had a contact and could find out what 
was happening — and as the person often sat on several committees, they could 
find out about other voluntary organizations, so they had knowledge of the 
problems these organizations were facing. These officers have now been 
withdrawn due to the concept of the ‘level playing field’. Officers have been 
told to be wary of getting too involved and have to declare any interests where the 
SSD contracts with the organization (Voluntary organization interviewee). 
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By contrast, relations with the private sector were historically more formalized 
through contracts with considerably fewer patterns of interconnection between 
such agencies and SSDs. If anything, the issues raised in the changing context of 
the 1990 Act have been the obverse to those of the voluntary sector as local 
authorities have tried to move beyond such purely contractual relationships. 
Both nationally and locally, the private sector is fragmented and only limited 
forms of collective representation exist which could articulate a sector ‘voice’ in 
consultation processes. At the same time, there has often been local authority 
mistrust or scepticism about the motives or general desirability of private care 
providers (see Wistow et al. 1994, p. 60) and our interviews suggest that there 
tended to be a preference for the voluntary sector as an alternative source to 
direct public provision: 


Politically, voluntary organizations are thought to be a good thing and I think 
most managers would say that the voluntary organizations do offer something 
special — their motivation, the capacity to generate funding from a variety of 
sources, their profits ploughed back into the organization. But we are coming to 
the realization that the private sector is offering the same services in some areas — 
as good value for money in terms of cost and quality and that raises issues (SSD 
commissioning manager). 


As this quotation indicates, the simple distinction between ‘private’ (or for 
profit) and ‘voluntary’ (or not for profit) may also obscure other patterns of 
difference and similarity. As voluntary organizations become increasingly 
contract dependent, they may have a growing interest in being able to generate 
‘operating surpluses’, even if these are to fund non-contracted activities rather 
than provide proprietorial profit. Such concerns are likely to drive their approach 
to contracting. In other ways, private proprietors (particularly small-scale ones) 
have expressed concern about being seen as only ‘profit driven’, arguing that 
they have commitments to care and feeling that the contracting attention to cost 
and specifications results in their becoming ‘deskilled’. 

The marketizing process associated with the reforms also have implications for 
service providers based within SSDs, raising questions about their future viability 
(in the face of anticipated competition) and about their future status. Local 
authorities are increasingly having to consider whether to keep such services ‘in 
house’, to float them off as trusts or turn them into more or less autonomous 
business units. With the pressure to introduce purchaser/provider distinctions in 
some form or another, all provider units face massive changes in the dominant 
patterns of relationship. There is a shift away from the combination of 
professional/collegial and hierarchical relations of the old SSD towards more 
‘externalized’ contractual forms. Although this issue emerged first around local 
authority residential care (given the immediate availability of non-statutory 
providers), it is coming to be seen as a calculation to be made for all forms of 
service provision. 
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DESPERATELY SEEKING SOMEBODY? COLLABORATIVE 
RELATIONSHIPS IN SOCIAL CARE 


We have already indicated that the development of contractual relationships in 
the move towards a more marketized mixed economy of care has involved the 
disruption and displacement of pre-existing forms of relationship. But the model 
for the development of community care also stresses the necessity for 
consultation, collaboration and forms of joint working as part of the lead agency 
responsibility of local authorities. The pre-history of joint working in community 
care, particularly but not exclusively between local authorities and the health 
service, is one of occasional success stories in the midst of a minefield of 
misunderstandings, mistrust and mismatches. So, what distinguishes the search 
for collaboration under the new arrangements? The most obvious answer is 
a considerable amount of enthusiastic exhortation from central government and 
its national proxies such as the Audit Commission and the Social Services 
Inspectorate. 

The practice is considerably more problematic. We would identify three key 
issues that are visible in the attempt to develop forms of collaboration around 
social care. The first concerns the level of collaborative relationships, for example, 
whether these are viewed as being conducted as senior or ‘strategic’ levels 
(around joint planning, for example) or whether they are pitched at ‘front line’ 
levels around multi-disciplinary approaches to locality working (although these 
choices are not, of course, exclusive). But these decisions are fundamentally 
affected by the different organizational trajectories of the agencies involved, 
particularly in relation to moves towards decentralization and devolution. 
Health agencies have expressed concern about the mismatch between the pattern 
of geographical and organizational devolution of budgets and decision-making 
to GP fund-holders within the NHS in contrast to the very limited pattern of 
devolution go far visible within social services: 

The real radical thought is that if you really want a mixed economy of care and 
internal market you’ve got to set up within the social care structure a ‘fundholder’ 
arrangement like in health so that care managers are free within certain budgetary 
constraints to operate a system. That’s a long way off ... Being locally accountable 
to councillors, the [social services] department won’t be too enamoured of losing 
control. There has been some devolution of budgets but if you ask the question is 
this care manager empowered to make decisions like a GP fund holder the answer 
must be no (health authority interviewee). 


In contrast, SSDs have tended to be more concerned about the pace and scale of 
organizational transformation in the NHS which has disrupted old patterns of 
collaboration and points of contact without being particularly concerned with 
the place and future of social care within the new structures. Wistow et al. 
reported that: 


Seven authorities referred to their growing problems in adjusting to or 
synchronizing with health authority agendas and timetables. One County Council 
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Director referred to health authorities being driven into ‘short-term survival 
deals’. Another director referred to the ‘quite alarming’ changes in the health 
service. ‘We haven't been part of their planning process at the beginning; we are 
involved three quarters of the way along and that makes things difficult ... we’ve 
certainly been left behind; we haven’t gone together in planning.’ (Wistow et al. 
1994, p. 65.) 


Similar issues emerged in our study, highlighting the different paces and 
directions of change. However, other issues were also visible, particularly about 
how to make connections between health agencies and social services effective in 
the context of what was perceived as organizational fragmentation in the NHS. 
One respondent described the problems of linking with health agencies as 
follows: 


This morning we were talking about a problem with one of the multi-disciplinary 
teams — the nurses are employed by the trust and they’ve decided that they can no 
longer afford them. So we say we've got to do something, but we don’t know who 
to protest to — Health is so fragmented. Even before the reforms ... it was difficult 
to find someone to take an executive responsibility because you had the power of 
the consultant and the relative powerlessness of the manager. But looking back, 
that seems like paradise compared to now. It’s extremely difficult to find anyone 
who has overall responsibility. There always seems to be another manager who 
has to express a purchasing view (SSD area manager). 


It might be argued that these are merely transitional or ‘teething’ troubles of 
the new order, exacerbated by the delayed introduction of the community care 
elements of the 1990 Act which put the health changes in the lead. While this 
may be true in part, we believe it underestimates the continuing turbulence that 
is likely to characterize both health and social care for different reasons. In health 
care, the competitive and other calculations that are shaping strategic decision- 
making have already resulted in shifting patterns of alliances, mergers and other 
forms of positional jockeying in the primary market of health purchasing and 
providing. In one of our case study areas, multiple mergers of district health 
authorities were taking place, while an experimental ‘multi-fund holder’ 
purchasing scheme was being developed among GPs to maximize ‘purchaser 
power’. Subsequently, social care is having to face up to the implications of local 
government reorganization which will involve the geographical splitting of one 
of our case study authorities. 

This links to the second issue concerning collaboration which seems likely to 
be a central and continuing theme — the problem of resourcing joint working. In 
the context of resource constraint and competitive environments, resource 
control drives significant parts of organizational agendas, including those which 
they bring to collaborative processes. In some ways, the issues arising here are a 
tribute to the success of the managerial idea that budget holding makes people 
‘responsible’ by promoting a sense of ‘ownership’. Nevertheless, viewed from 
the stand-point of service development rather than fiscal rectitude such 
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ownership may turn out to be a more perverse form of ‘proprietorialism’. The 
intensified concern with budgetary control has had the effect of making 
organizations and departments pay greater attention to potential costs and 
especially to the demands on their budgets which fall outside their self-defined 
‘core business’ (this issue is explored in more detail in Clarke 1995). One of our 
respondents remarked on the adverse effects of this commitment to budgetary 
ownership in the field of child protection, where the impact of the 1990 Act 
intersects with that of the 1989 Children Act: 


In terms of inter-agency working, the changes in legislation in education and 
health authorities have had a major impact because people are far more defensive 
in terms of resources .... We are increasingly moving towards a situation whereby 
GPs can determine what their health visitors do and, if they choose, not to allow 
health visitors to do so much child protection work. We also have problems with 
education where they say they can’t afford teachers to attend child protection 
conferences. The health authority have recently tried to negotiate with me to 
provide funding for nurses and others to attend conferences. We get increasing 
demands from GPs and consultants for fees for attending ... . They never used to, 
but they do now. So the whole notion of inter-agency working in child protection 
is being challenged quite significantly (SSD manager). 


This is one example of a more general trend towards a situation where those 
activities which are ‘extra-contractual’ or fall outside the ‘core business’ are likely 
to decline or become the subject of supplementary contractual negotiations. This 
is creating a field of relationships in which ‘goodwill’ or ‘professional concern’ 
become commodified (see also Ungerson 1993). The most visible examples of this 
resource issue have surfaced around the distinction between health care and 
social care, since where this line is drawn defines where service provision costs 
are borne. This has involved conflicting definitions of ‘need’ ~ for example, 
about whether elderly people have needs which should be met through health 
care or social care. In our study as elsewhere, one central focus of this tension 
concerned the earlier transfer of hospital patients to the community (which also 
involves a transfer of the costs for their support): 


It seems that a nursing home is a predominant outcome in terms of assessed needs 
so a large proportion of arrangements in the residential sector have been in 
nursing homes ... This reflects the development in the health service — the 
enormous emphasis on reducing beds in hospital. So there is now a strong 
tendency for people to be discharged as soon as possible to nursing homes. Last 
year we would have had that care in hospital but now there are no long-stay 
hospital beds ... at all. The other management reality is that if you can find another 
organization with some sort of responsibility to pay for a nursing home which 
takes expenditure away from your budget, you'll exploit it for all it’s worth (ssp 
commissioning manager). 


Such comments also indicate the tensions evoked by the simultaneous 
pressures to develop competitive and collaborative models of relationship (see 
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Clarke and Newman 1993a, on the organizational impacts of this tension). These 
problems are also associated with distinctive organizational tensions between 
flexibility and control. The search for collaboration, partnership or synergies 
requires organizational flexibilities in the construction of joint agendas 
(surrendering a degree of definitional power); joint resourcing (surrendering a 
degree of resource control); and joint working (surrendering a degree of control 
over staff time, energy and corporate loyalty). At the same time, organizations 
face other pressures to tighten control in the pursuit of their own strategic 
objectives, greater resource efficiency and greater ‘corporate’ commitment from 
staff. 

In these sections of the article, we have tried to map some of the emerging 
patterns of relationship visible in local mixed economies of care and some of the 
tensions within and between organizations that are associated with them. In the 
following sections, we explore some of the problems of theorizing these new 
patterns, beginning with analyses of them as markets or quasi-markets. 


QUASI-MARKETS AND WELFARE CO-ORDINATION 


There is now a rapidly growing literature on contracting relationships and 
markets in social welfare (for example, Common and Flynn 1992; Harden 1992; 
Hudson 1994; Johnson (ed.) 1995; Walsh 1995) as well as a set of analyses of these 
markets as quasi-markets developed by Le Grand and his collaborators (for 
example, Le Grand and Bartlett (eds.) 1993) and taken up by other analysts (for 
example, Taylor-Gooby and Lawson (eds.) 1993). This work has been important 
in defining the distinctive nature of ‘markets’ and the contracting processes in 
the field of social welfare. Such analyses have drawn attention to the ‘artificially 
constructed’ character of such markets, with centralized control of resourcing 
and direction. They have also pointed to the limited effectivity of the ‘customer’ 
in such markets, where most purchasing decisions are made by ‘proxy 
customers’ such as fund-holding GPs or care managers, on behalf of service 
users. Finally, they have begun to set out both the costs incurred in running 
such markets and the ‘perverse incentives’ that such markets establish for 
organizations working within them (towards ‘cream-skimming’, for example). 

Because the analyses so far have been directed primarily to discovering the 
logics of such markets (the prevailing forms of competition, contracting, 
regulation and organizational strategies), they have tended to reduce the 
complexity of relationships and social processes involved in mixed economies to 
their specifically ‘economic’ dimensions. As a result, they have tended to treat 
quasi-markets as if they were the only patterns of relationship and as if they were 
only economic relationships. Other ‘non-economic’ relationships, processes and 
motivations are external to the market model and are sometimes treated as if 
they interfere with its workings or as if they are a problem for such markets. For 
instance, in Le Grand and Bartlett’s discussion of the ‘theory of quasi-markets’, 
they remark that ‘there is a danger that ... the relationship between the two sides 
[purchasers and providers] will be too intimate. There will be a relatively small 
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number of people dealing with each other, a large proportion of whom may have 
been erstwhile colleagues under the old system. In the circumstances, it will 
be difficult to construct or maintain the distance that a market or bargaining 
process requires’ (1993, p. 21). But this is to treat the existence of social and 
organizational relationships as a problem for the model, rather than to confront 
the problem of analysing the multiple relationships that will exist in any real 
market (whether in social welfare or elsewhere). Similarly, Le Grand and Bartlett 
discuss the fact that ‘there are commonly non-profit providers, whose motiva- 
tion is unclear’ (1993, p. 34), when what they presumably mean is that the 
motivations of non-profit providers are not those required by the market model, 
i.e. the pursuit of profit or market advantage (a more sustained critique of the 
problems of the application of economic models to social welfare provision can 
be found in Mackintosh 1995). 

In this context, however, the consequences of narrowing analysis to economic 
models can be seen in relation to two central issues in social care. The first is that, 
as we have tried to show in the earlier sections of this article, the complexity and 
variety of patterns of relationship visible in local mixed economies of care extend 
considerably beyond the competitive/contractual. In the process, the particular 
relationships of contracting within quasi-markets are framed by and enmeshed 
in processes and calculations which are social and political as well as economic. 
Thus, choices about contracting are shaped by local sets of political and 
organizational cultures, for example in the non-economic preference for 
voluntary sector agencies. Equally, choices about whether local authorities 
should ‘divest’ themselves of aspects of social care provision are bound up in 
political and organizational calculations as well as economic ones. The ‘tangled 
webs’ of social care mean that it is risky to abstract one dimension of relationship 
as if it is not implicated in the others. The emergent patterns of local mixed 
economies of care have as much to do with clusters of political, professional, 
organizational and inter-organizational relationships and the modes of co- 
ordination of those relationships as they have to do with the economic calculus 
of contracting. 

The second issue concerns a topic which is, in fact, highlighted by quasi- 
market analysis: the representation of need by ‘proxy customers’ in the working 
of these markets. Despite the rhetorical claims that the policy reforms have been 
directed at enhancing consumer choice in welfare, the work of Le Grand and 
others has clearly demonstrated that the exercise of choice is often the function of 
other agents (GPs, care managers, etc.). Unfortunately, the economic focus of the 
quasi-market model leads its users to stop at this point and fail to follow through 
the analysis of ‘representation’ (see, for example, Le Grand and Bartlett’s 
discussion of ‘need’, 1993, p. 19). Yet it is precisely at this point that the 
intersection between the user (or potential user) and the ways in which the user’s 
needs are represented becomes visible. In the past, a focus for criticism of bureau- 
professional power in the welfare state (and in social work particularly) has been 
its claim to represent the needs of users- to translate their ‘presenting 
symptoms’ into organizationally recognizable forms. In such contexts, profes- 
sional power was articulated (sometimes uncomfortably) with bureaucratic 
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power, since the process of representation involved the transformation of user 
need by professional workers into the bureaucratic categorization of legitimate 
need (see Johnson 1973, for a discussion of the concept of ‘mediating professions’ 
in social welfare). 

The quasi-marketization of social care does not resolve this problem of 
representation, although it changes the conditions under which the process takes 
place. The ‘assessment’ or evaluation of need remains an organization-based 
practice — performed by care managers or their equivalents. In this process are 
compounded different calculating principles which aim to define need: political 
calculations (involving both national statutory definitions and local prioritiza- 
tion); bureau-professional calculations (drawing on the ‘skills’ of assessment 
deriving from social work and other welfare professions); and managerial 
calculations (framed by the language and concerns of economy, efficiency and 
effectiveness). Each of these involves the exercise of different types of discretion 
and judgement (with different legitimating bases). What is visible, however, 
is a shift towards the last of these — managerial calculations — as organizations 
come to rethink and reposition themselves within marketized relationships. 
The identification of ‘core business’, the concern with market position, the 
development of new competences (in contracting particularly) and the central 
concern with financial and resource management indicate the ways in which a 
managerial framework is coming to dominate organizational calculations and 
cultures. What is harder to discern is how this shift affects the professional 
assessment of needs. Are needs being evaluated within unchanged professional 
classification scemas prior to being set against resource calculations? Are 
resource considerations and the consequent prioritizing processes taking place 
before needs assessment? Or are resource calculations and needs assessment 
taking place simultaneously (and in the same person) as resource decisions 
become increasingly devolved? Without attention to both the macro and micro 
politics of how needs are represented, the study of quasi-markets misses one of 
the central dynamics linking marketized processes to the production of social 
welfare. 

What is at stake here is a concern with managerialization as a process of 
restructuring social welfare which is more than the idea of ‘managed markets’. 
Certainly, markets in social welfare are managed - both centrally and locally - 
but the process of managerialization is one which also transforms the internal 
world of welfare organizations and the relationships between them. It establishes 
new principles of calculation and judgement; it reworks the traditional patterns 
of organizational power and it changes the existing patterns of organizational 
structures and cultures. It is this process which is at the heart of changing modes 
of co-ordination. 


MIXED ECONOMIES, MARKETS AND THE MANAGERIAL MODE 
Where the concept of mixed economies does not address the issue of how the 


field of organizational and inter-organizational relationships are coordinated, the 
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study of quasi-markets has tended to assume that these are driven by the 
economic imperatives of the market form. But both of these, in our view, 
underestimate the significance of the modes of co-ordination that organize the 
provisions of social welfare. This is the issue of the rules, knowledges, forms of 
power and structuring principles around which the tasks of coordinating 
complex organizations are being articulated and centres on the rise of what we 
have called elsewhere the ‘managerial mode of co-ordination’ (Clarke, Cochrane 
and McLaughlin (eds.) 1994). We have used the phrase ‘mode of co-ordination’, 
because the commonsense term is ‘management’ {as in the ‘well-managed 
organization’). This poses a problem because the idea of ‘managing’ refers to two 
different things. On the one hand, it identifies a general process of ‘running 
things’ (in the sense that all organizations need to be co-ordinated). On the other 
hand, it refers to managing as a distinctive approach to running organizations, 
based on specific principles, theories and techniques — managerialism. The 
slippage between these two meanings has helped to legitimate the expansion of a 
managerial mode of co-ordination in the reconstruction of welfare services (see 
also Cutler and Waine 1994, ch. 1). In this context, we wish to address two more 
particular arguments about the rise of this managerial mode. The first concerns 
the relationship between specific policy changes in social welfare and the 
emergence of this managerial mode. The second is directed at how to understand 
the development of the managerial mode of co-ordination itself. 

The changing patterns of relationships within social care are ones which have 
created conditions that ‘sponsor’ the development of managerial modes of co- 
ordination. Where the characteristic organizational regimes of personal social 
services, as they were developed in the post-war welfare state (particularly after 
the Seebohm reforms), were created around a complex of bureaucratic, 
professional and political modes of co-ordination, the shifting relationships of 
mixed economies of care have fostered the displacement of these modes by 
managerial orientations, both within SSDs and in their ‘partners’. In this, we want 
to distinguish between the wider pressures on public sector organizations to 
become more managerial during the last decade and the specific policy 
consequences of the NHS and community care legislation for the reorganization 
of social care. 

It is clear that each of the co-ordinatory modes of welfare organization has 
been consistently attacked for failing to promote ‘efficient’ or ‘customer-centred’ 
welfare provision: professionalism for its definitional and institutional 
imperialism; bureaucracy for its inflexibility and impersonality; political 
representation for its intrusive ideology and dogma. Welfare reforms have, in 
contrast, stressed the need for market principles, customer-centredness, 
flexibility and good business practices embodied in managerial expertise 
(Clarke, Cochrane and McLaughlin (eds.) 1994; Pollitt 1993; Cutler and Waine 
1994). These general tendencies have been visible across the range of welfare 
provision and can generally be viewed as having destabilized the ‘old regimes’ 
of welfare organizations. They have also clearly contributed enormously to the 
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crisis of confidence and ‘morale’ that is visible in the old bureau-professional 
cadres who staff public sector welfare agencies. 

However, this crisis and its resolution in the direction of managerialism have 
taken specific forms in each welfare field — education, health, housing, etc. It is 
not simply a uniform and universal transformation. In the field of social care, the 
policy directions have both enabled and inflected managerialization in particular 
ways. The development of marketized forms of relationships towards more 
formalized contracting for services places a premium on specific forms of 
expertise or knowledge — those of budgetary control, contracting and monitor- 
ing. Although these do not entirely supplant earlier forms of bureau-professional 
knowledge, they do subordinate them to managerial prerogatives and principles 
of calculation. Put simply, they aim to make these processes and relationships 
more ‘business-like’ and thus frame older expertises more tightly. In the process, 
they have given rise to organizational and occupational confusions about 
‘values’ and directions, creating what is felt as cultural change, often experienced 
within SSDs as a shift from a ‘professional’ to a ‘business’ culture. This is, of 
course, predominantly carried by the purchaser-provider split which restructures 
the dominant forms of organizational relationships, roles and identities. But it is 
also driven by other forms of restructuring — towards “business units’, devolved 
systems and towards splits between ‘strategic’ and ‘operational’ management. 

This pattern is visible in the varieties of managerialized roles and identities 
associated with the introduction of community care. Our own research 
concentrated most on senior and middle levels of organizations where more 
generalized conceptions of management were becoming visible, but the further 
development of social care also has implications for the wider dispersal of 
managerial identities to lower levels ~ most obviously in the move towards ‘care 
management’. Langan and Clarke (1994) have argued that the reorganization 
needed for the introduction of the 1990 Act involved an attempt at a ‘cultural 
revolution’: 


One objective, then, is to create a tier of senior management with a strategic role, 
able to survey the environment, make informed choices and deploy more ‘flexible’ 
organizational resources in pursuit of value-for-money services. 

By themselves, however, such senior managers would not constitute a ‘cultural 
revolution’. Only if responsibility 1s devolved and taken up by lower tiers of 
management ~ the team leaders and care managers ~ will the revolution be 
achieved ... If ‘flexibility’ is to be achieved, the devolution of resources and 
responsibility to such levels 1s essential: resources must flow to the point in the 
organization where user needs are assessed. The role of care manager is not a 
simple relabelling of the social work job title (1994, p. 81). 


Indeed, there has been strong pressure to distinguish between social work as a 
service (to be purchased) and care management as the front line management of 
the purchasing function (see Audit Commission 1992, p. 27). Only some 
‘professional’ skills of the social worker may be relevant to performing this 
function — those concerned with the assessment or evaluation of needs. Other 
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valued professional skills or orientations (such as advocacy) are simply 
inappropriate, since there is no one to whom care managers can ‘advocate’ on 
the user’s behalf. 

In these changes, there are tensions between professional and managerial 
identities. The restructurings following the Community Care legislation have not 
produced a simple process of substituting managerial co-ordination for the old 
forms of bureau-professionalism, but more complex processes of displacement 
and subordination. In part, this derives from the way in which the community 
care policy itself drew on and elaborated some elements of the professional social 
work ethos. Its stress on promoting independence, the commitment to de- 
institutionalization, the attention to the unique needs of service users and the 
involvement of carers in the assessment process all echoed professional concerns. 
For some professionals, it appeared as though the introduction of the policy 
would be a matter of whether the ‘good intentions’ of the policy would be 
matched by adequate resourcing (see Langan and Clarke 1994). Nevertheless, the 
process of implementation has revealed that the marketizing and manage- 
rializing tendencies in the policy have been significant for the way the ‘resource 
gap’ has been experienced. The structures of devolved responsibility — from 
central to local government and within social services departments — have also 
devolved the problems of coping with ‘unmet need’ in the face of resource limits. 
The result of 1995 Gloucestershire County Council test case indicated that local 
authorities have no legal obligation to meet assessed needs which fall outside the 
statutorily defined minimum. 

In the process, layers of devolved responsibility and the development of 
‘priorities’ have changed the position of bureau-professional workers in relation 
to managerial modes of co-ordination. Rather than being simply subjected to 
managerial control by a distinct tier of non-professional managers, they have 
become ‘hybrids’ ~ professional workers taking on an increasing range of 
delegated managerial responsibilities and functions. This has happened on both 
purchaser and provider sides of SSDs, although in rather different ways. Older 
tensions between ‘client’ and ‘corporate’ loyalties and attachments are being 
reworked as care managers become responsible for assessing need and 
producing ‘individualized’ packages of care within resource (if not budgetary) 
limits. On the provider side, social workers and middle tiers of professional staff 
have found themselves reinventing their units as ‘competitive’ entities, engaging 
in business planning, market positioning and trying to construct new relation- 
ships with ex-colleagues who are now purchasers. 

Taken together, these trends across the worlds of social services departments 
suggest that the Community Care legislation has underpinned the rearticula- 
tion of these organizations around a managerial mode of co-ordination. It is 
embedded in a horizontal (Ginter-organizational) and vertical (intra-organiza- 
tional) dispersal of managerialism. It has installed what might be called a 
‘managerial consciousness’ — the implanting of managerial frameworks of 
calculation, expertise and decision-making as the guiding principles of organiza- 
tional action. 
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TRANSCENDING TECHNIQUES AND TECHNOLOGIES: 
THE CHARACTER OF MANAGERIALISM 


In this article we have tried to show how the emergence of a managerial mode of 
co-ordination in social care is linked to both the specific conditions of policy 
development in community care and the wider transformation of the old regime 
of professional bureaucracies of the social democratic welfare state. Manage- 
rialism is, in one sense, the ‘naturalized’ inheritor of the changing conditions of 
social care — its prospectus fits the ‘demands’ of these new conditions. 
Competitive or marketized relationships, new collaborative models, devolved 
and decentralized responsibilities all have their surrogates in the discourses of 
managerialism: the dynamic entrepreneurial manager, the quest for partnerships 
or synergies; and the leaner and flatter organization getting ‘close to the 
customer’ (Clarke and Newman 1993b; du Gay 1994). 

This degree of fit between managerialism and the demands of the new welfare 
(dis)order is, of course, not accidental. Managerialism as a mode of co-ordination 
embodies ~ literally and metaphorically - precisely those ‘good business 
practices’ which policy makers intended the old regime of welfare to learn. It 
also embodies the principles and powers that were intended to subordinate the 
recalcitrant bureau-professionals of the old welfare state (Harrison and Pollitt 
1994). We have explored these arguments at more length elsewhere (Clarke, 
Cochrane and McLaughlin (eds.) 1994), and wish to take up one more specific 
issue here. We have deliberately used the terms ‘managerialism’, ‘manage- 
rialization’ and ‘the managerial mode of co-ordination’ in this article rather than 
talk about management and managers. In part, we have done so to avoid the 
problems of equating managerialism with the activities of specific groups of 
people working in organizations whose job titles include the word ‘manager’. 
As we suggested above, managerialization in social care is a process which 
extends beyond the creation of ‘management’ jobs. But we have also used these 
phrases because many discussions of management in both private and public 
organizations tend to reduce it to a technical process — how best to accomplish 
greater organizational efficiency or effectiveness. Most management books 
(including the rapidly growing literature on public sector management) are 
predominantly focused on dealing with management as a set of techniques, skills 
or competencies which are deployed to achieve organizational objectives. 

Definitions of management have tended towards setting out a range of tasks 
and functions as the basic components of managing, ranging from Gulick and 
Urwick’s (1937) formulation of POSDCORB (Planning, Organizing, Staffing, 
Directing, Co-ordinating, Reporting, Budgeting) to more contemporary identi- 
fications of strategic management, financial management, performance manage- 
ment, and human resource management (see, for example, Farnham and Horton 
(eds.) 1993). Whether such changes reflect more than shifts in terminology is 
difficult to tell (for example, whether Planning involves different activities from 
strategic management) since there are relatively few studies of what managers 
actually do compared to the much more substantial literature telling managers 
what they should do. 
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The other feature of attempts to define management is that they are 
historically variable. Histories of management ~ or of management thinking — 
conventionally tell a tale of growing subtlety or complexity which runs from 
Fayol’s determination of the principles of general management through Taylor’s 
specification of scientific management to the Human Relations school’s 
discovery of workplace cultures and on to social psychological approaches to 
human motivation - potentially ending with the ‘management of culture’ 
approach associated primarily with Peters and Waterman or the Edward 
Deming inspired view of Total Quality Management. Such variations may 
suggest a march of historical progress, with management developing as an 
increasingly sophisticated approach to the problems of organizational co- 
ordination. Alternatively, it can be viewed as the effect of shifting fads and 
fashions in theories of how to manage (a view strengthened by the explosion of 
‘heroic’ or ‘success story’ texts in the 1980s and 1990s, each promising the one 
best way of making winners). 

Rather than pursue this Holy Grail of providing a consistent and clear 
definition of what management is by specifying functions, tasks or techniques, 
we think it is more important to examine the social ‘contingency’ of management 
as a social and organizational ideology (managerialism) and as a nexus of social 
and organizational power (the managerial mode of co-ordination). This has 
become a focus of increasing attention in studies of the changing nature of public 
services and the welfare state since the publication of Pollitt’s path-breaking 
analysis of managerialism (Pollitt 1993). Even here, though, there are some 
problems about the relationship between managerialism and how organizations 
are co-ordinated. This concerns the way in which the rise of managerialism in 
social welfare has been linked to the emergence of new techniques and 
technologies of organizational control, for example, in the work of Hoggett (1990; 
1994) and Taylor-Gooby and Lawson (eds.) (1993). 

Hoggett (1994) has argued that the development of these new techniques and 
technologies — particularly information technologies — has permitted or enabled 
‘remote control’ in devolved and decentralized organizational systems. This 
argument seems to us to involve both empirical and theoretical difficulties. The 
basic empirical problem is that a variety of organizational restructurings have 
taken place, especially in SSDs, despite the absence of new information technology 
systems that might have supported them (Wistow et al. 1994, pp. 95-6). We think 
that this argument rests on an empirical conflation of strategies of organizational 
power (the processes of managerialization) with their embodiment in specific 
technologies. It may well be that some new technologies do permit or enhance 
forms of managerial control but the remaking and extension of managerial 
powers witnessed in the reconstruction of the welfare state has not been 
dependent on such developments. At a theoretical level, we suspect that this 
reflects a tendency visible across much of the writing about post-Fordist and 
post-bureaucratic organizational development which tends to treat the old 
organizational regime of the welfare state as integrally Fordist or Fordist by 
analogy (bureaucracy as the functional equivalent of Fordism). Such analogies 
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undercut the specificity of organizational regimes and transformations in state 
welfare and have the effect of obscuring the particular processes of change (for 
some of the debates about these issues, see Burrows and Loader, (eds.) 1994; 
Cochrane 1991 and Clarke, forthcoming). We suspect that these analogies only 
work at a very general level of abstraction. When attempts are made to apply 
them more concretely, as for example in Lawson’s discussion (1993, p. 82) of ‘the 
decentralization of production to area teams’ in social services departments, we 
fear that they have been stretched to breaking point. Even if one accepts the 
transferability of the concept of ‘production’, it is difficult to imagine when it was 
that such production (the processing and servicing of users) did not happen at 
the level of the area team or its equivalent. Certainly it is difficult to conceive of it 
being undertaken elsewhere. What have been decentralized and delegated are 
managerial responsibilities and orientations, such that teams are likely to have 
become “business units’ with responsibilities for the management of their own 
resource allocation and performance targets within a corporate strategy. 

Of course, public sector organizations have been subjected to pressures from 
within and without that have pushed them towards new models of 
organizational design that reflect (or parody) private sector developments (see, 
for example, Pollitt 1993 and Cutler and Waine 1994. Nevertheless, we think it is 
important to avoid ideas of automatism here: public sector organizations do not 
naturally or inevitably reflect the forms adopted in the corporate world of the 
private sector. Instead, we think it is necessary to explore the specific conditions 
of organizational transformation and managerialization within social welfare. 
The ‘fragmentation’ of health care or the ‘decentralization’ of social care may 
have some analogies with the reshaping of industrial production but need to be 
treated as the product of particular political, organizational and occupational 
conflicts rather than merely mirroring processes elsewhere (this is discussed in 
more detail in Clarke 1996). Our own view of managerialism is closer to the 
arguments put forward by Hoggett in his contribution to this special edition. 
Managerialism is implicated in the restructuring of fields of relationships within 
and between organizations that both ‘unlock’ old patterns and practices of 
welfare provision and promote new conceptions of how such services are to 
be co-ordinated. The managerial mode of co-ordination is not intrinsically 
linked to the development or use of any specific techniques or technologies 
of organizational control. Managerialism can, and does, contain a variety of 
strategies (and discourses of managerial technique) which range from the 
‘Liberation management’ of Tom Peters through to more ‘old fashioned’ or 
‘Taylorist’ approaches to the intensification of labour (see, for example, Pollitt 
1993 and Flynn 1994). This may involve the use of new technologies (Garson 
1988), but may also use dull compulsion or direct — personified — supervision. 
Managerialization needs to be seen as a strategy in the reshaping of political, 
organizational and occupational power in specific settings. Its core concerns are 
the conditions, extent and legitimation of the ‘right to manage’: those claims to 
power and judgement which displace or subordinate other claims, whether they 
be those of political representatives; trades unions or professional expertise. 
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TANGLED WEBS: TENDENCIES AND TENSIONS 


In the context of the restructuring of social care, the emergence of the managerial 
mode of co-ordination may be legitimated by reference to the ‘elsewhere’ of the 
private sector but the conditions of its development are those of a variety of 
conflicts about the place and shape of social welfare in contemporary Britain. 
These include struggles over the political constitution of social welfare, involving 
both the imposition of fiscal constraint and dismantling the regimes of the social- 
democratic settlement. There have been struggles over the distribution of power 
and control between the centre and the periphery (and those in-between). These 
are also connected to struggles over organizational and occupational power, 
particularly affecting the position of state bureau-professions. These conditions 
of conflict also ensure that ‘managerialism’ does not emerge fully developed as a 
single and unchallenged mode of co-ordination. Rather it is enmeshed 
in conflicts over the scope of the ‘right to manage’ with the competing claims 
of political representatives, professional experts and user representatives 
(and users). These conflicts are played out across a number of axes: between 
central and local governments; within local configurations of competitors and 
collaborators; between different professional and managerial priorities and 
agendas; and between users, carers and other sections of the public and the 
organizations that are intended to serve the public interest. 

The fact that these struggles go on is a reminder that the shape of the new 
‘welfare order’ is not yet settled. The tendencies we have been describing in this 
paper are just that — tendencies in a complex field of forces. Even where it is 
possible to identify such tendencies as dominant — in the shift away from direct 
service provision by public agencies, in the development of contracting and 
competition as forms of service organization and in the emergence of the 
managerial mode of co-ordination — it is important not to treat these as ‘settled’. 
They are both subject to continuing pressures (of resources and conflicting 
priorities) and the source of new tensions and conflicts (over power within 
organizations and over who owns resources and needs). Managerialism may 
have changed the terrain of these conflicts in redefining the conditions of 
competition, collaboration and co-ordination within and between organizations, 
but the ‘tangled webs’ of social care ensure that these conflicts have not gone 
away. 
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PUBLIC SECTOR PAY BARGAINING: COMPAR- 
ABILITY, DECENTRALIZATION AND CONTROL 


GEOFF WHITE 


Public sector pay, as a key component of public expenditure, has been a major issue for 
government since the mid-1970s. This article analyses public services pay bargaining 
since 1979 and examines the continuing tension between the control of public sector pay 
levels on the one hand and the wish to make pay levels more responsive to external 
market forces on the other. 

The article concentrates on the changes in pay bargaining in the public services. It 
does not purport to provide a detailed economic analysis of the outcomes of the various 
phases in public sector pay policy, but does attempt to explain the process implications 
of the political contingencies and rationale driving government policy on pay 
determination. In particular it notes the resilience of national pay-setting arrangements 
and pay comparability throughout most of the period under review, despite the political 
thetoric, emphasizing the pragmatism of government policy. The latter section of the 
article reviews the current policy, with its emphasis on decentralized pay determination, 
and considers these new developments within the context of private sector collective 
bargaining theory. 

The evidence from the private sector suggests that pay determination in the private 
sector is complex and that levels of bargaining relate to various factors. Decentralization 
is neither a panacea for poor performance nor necessarily problem free. Devolved pay 
determination can lead to problems of control over costs and, in the context of high 
levels of trade union organization, to pay ‘leapfrogging’. The article concludes that there 
is a continuing contradiction between the role of the government as an employer, keen to 
devolve pay decisions to local level, and that of economic regulator with responsibility 
for the wider economy. This continuing tension indicates that decentralized pay 
bargaining in the pubhc sector will be limited in its scope by some form of central 
government control. 


I INTRODUCTION 


Government policy on public sector pay exhibited a strong continuity from the 
1950s but the consensus approach of the post-war period, with its emphasis on 
ensuring some degree of comparability with the private sector, was abandoned 
by the Conservative government elected in 1979. As Bach and Winchester (1994, 
p. 263) comment, ‘an unbroken period of 14 years of Conservative rule has 


Geoff White is Senior Lecturer m the Faculty of Business at the University of Greenwich. 


Public Admmmistration Vol 74 Spring 1996 (69-111) 
© Blackwell Publishers Ltd. 1996, 108 Cowley Road, Oxford ox4 1jk UK and 238 Main Street, 


Cambridge, MA 02142, USA. 


90 GEOFF WHITE 


created the political opportunity for a more strategic approach to the problem of 
public sector pay’. This article reviews the development of public sector pay 
bargaining over the period of Conservative government up to the present. The 
increasing pressure to decentralize bargaining is charted and the current policy 
of decentralized bargaining is considered against private sector models and 
experience. The first half of the article provides a chronological review and charts 
four distinct periods, each with a rather different approach to pay control. The 
second half considers government policy as a whole over the entire period and 
indicates some of the contradictions. Finally, the current policy of decentraliza- 
tion is discussed in the light of relevant theories of collective bargaining. 

The Conservative victory in 1979 followed a wave of public sector pay 
disputes and the new government was committed to a major reform of the public 
sector. Underpinning this change was a new approach to public expenditure. 
While the Labour government had already adopted tight financial controls on 
the public sector in 1976 — through cash limits, external financing limits and rate 
of return requirements — under the Conservatives these financial controls were 
increased and more radical plans were laid. Conservative policy on the public 
sector developed along two parallel paths (Helm et al. 1991) — on the one hand 
withdrawing the state from economic activity through the process of 
privatization of the major public utilities and on the other restructuring the 
remaining public services. This restructuring has been analysed as falling into 
two distinct periods (Bach and Winchester 1994). From 1979 to 1987 the 
government concentrated on reforming public sector management to enhance 
efficiency and accountability for performance while from 1987 it adopted ‘a more 
radical programme of market-based restructuring’, under which public services 
were fragmented to create competing providers, with ‘resource allocation linked 
to market outcomes and accountability based on performance in the workplace’ 
(Bach and Winchester 1994, p. 266). This policy of public services restructuring, a 
cornerstone of the government's overall economic programme, was composed of 
three main elements —- compulsory competitive tendering (CCT) and ‘market 
testing’ of those services remaining under public control; a devolution of 
financial controls to departments and managers (and finally the creation of 
competing and autonomous agencies and units); and the abandonment (at least 
at the rhetorical level) of any commitment to comparability of public service pay 
with private sector pay movements and levels. Nevertheless, as Mailly et al. 
(1989) argue, political contingency remained the major influence on public sector 
employment policy and the degree to which these objectives were pursued 
varied from year to year and group to group. 

At the level of formal industrial relations institutions, much of the public sector 
has so far retained a number of ‘traditional’ features — high trade union 
membership and density, national collective bargaining and national pay scales 
(Bailey 1994). One could also add comparability, despite the rhetoric, in that the 
present administration has continued both the pay indexation arrangements for 
the police (although recently revised) and firefighters and the pay review body 
system for key groups (to which it added the nurses in 1983 and the school 
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teachers in 1991). The major changes to collective bargaining were concentrated 
in those parts of the public sector subject to privatization and in those areas of 
the public services most affected by ‘market testing’ and CcT. However, it would 
be wrong to portray the period as one of no change. As Farnham suggests (1993), 
a number of distinctive changes have occurred in the public services: the 
strengthening of the right to manage; innovations in human resource manage- 
ment practices, including in pay practices; and changes in collective bargaining 
and the role of trade unions. The strengthening of management's right to manage 
has developed from several sources. Organizational and financial devolution 
have given new powers to managers who now have ‘hands on’ control of their 
own budgets, including staff costs. Whereas in the past the public sector talked 
of ‘establishments’ it now refers to ‘budgets’. In turn, as Farnham indicates (1993, 
p. 111), in ‘their attempts to create a new managerial culture in the public 
services, governments not only facilitated renewed confidence by managers in 
their right to manage; they also tried to create a new culture of management’. 
Clearly the increasing power of industrial relations legislation weakened the 
trade unions within the public services and the high level of union membership 
among managerial grades which existed was challenged by the shift to 
individualized and performance-related contracts for managers, creating a new 
divide between managers and the managed. 

A key objective of the Conservative government from its election in 1979 was 
to reduce the size and hence cost of the public sector. The size of the public sector 
has been reduced from over 30 per cent of the workforce in 1979 to around 21 per 
cent in 1994 (Hughes 1995), but the bulk of this decline came from privatization 
of public corporations (which registered a 50 per cent drop over the period) and 
the transfer of local government education staff to independent corporation 
status. Employment in the rest of the public sector, in the main the public 
services, has remained substantially unchanged (White 1993; Bailey 1994). This 
absence of change in the overall size of the public services has recently prompted 
the CBI to comment that, ‘in the public sector as a whole paybill growth has 
almost exclusively been controlled by the level of settlement’ (CBI 1994, p. 5). 

Since the 1970s public sector pay levels have fluctuated in cycles. To a degree 
these cycles have followed the general economic cycle but the public sector 
picture is more complex than the private. As Trinder comments, in the public 
sector ‘the length of the pay cycles has been different at different times and as 
between different categories of public servant, but in general the fluctuations 
have been long and wide’ (Trinder 1994, p. 8). In general the cycles have been 
three to five years in length. Periods of decay in pay levels, often the result of 
government pay limits, have been followed by expensive ‘catching up’ awards 
(Brown and Rowthorn 1990). Four periods of ‘catch-up’ have been identified 
since 1970 — 1976/6, 1980/81, 1987/88 and 1990/1 (Trinder 1994). These periods 
of ‘catch up’ have either been the result of formal inquiries into the pay of 
particular groups (often in response to a major industrial dispute) or the result of 
a relaxation of government pay limits. For example, the large growth in public 
sector pay levels in 1980/81 was a direct result of the Clegg Comparability 
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Commission established in the last days of the previous Labour government. In 
contrast the increases in the periods 1987/88 and 1990/1 were due primarily to a 
relaxation of government policy on public sector pay — in the former case the 
ending of the cash limits policy in 1986 and in the latter a relaxation prior to the 
General Election. 

The years 1979 to 1992 have been divided chronologically as follows: (1) The 
recession of 1979 to 1981; (2) slow recovery between 1982 and 1986; (3) the 
Lawson boom from 1987 to 1989; and (4) recession from 1990 (Bayliss and 
Kessler 1992). The phases in public sector pay policy have to some extent 
mirrored these economic episodes but, as Trinder (1994) and the CBI (1994) have 
pointed out, the cycle of public sector pay tends not to coincide with private 
sector pay movements nor with the fluctuating strength of the economy. 
According to the CBI ‘the process of pay determination tends to produce public 
sector pay changes which lag by about 12 months going into and coming out of 
recession’. Hence large ‘catching up’ public sector awards often come at 
embarrassingly inconvenient times for private sector employers. On three of the 
four occasions identified by Trinder, ‘catch up occurred when the private sector 
had already entered downturn and when settlements were falling’ (CBI 1994, 
p. 5). 

Public sector pay policy under the Conservatives developed in a number of 
stages (White 1993; Bach and Winchester 1994). Four main chronological periods 
can be identified: (1) a cash limits policy from 1980 to 1985; (2) a more relaxed 
policy based on ‘merit, skill and geography’, but still within a national 
framework, from 1986 to 1990; (3) a period of major organizational change 
from 1990 to November 1992 under which decentralized pay bargaining was 
encouraged directly in both the civil service and the NHS trusts; and (4) from 
November 1992 a return to centralized public-sector-wide pay limits but still 
coupled to increased decentralization of pay bargaining. 

While the theme of decentralization of pay bargaining has been present 
throughout the entire period of Conservative government, the degree of central 
control has varied over the four periods identified above. These four periods are 
examined in more detail below. 


II PERIOD ONE: 1980 TO 1986 


The Conservative government of Margaret Thatcher elected in May 1979 
inherited the Clegg Comparability Commission established by Labour in March 
1979, just two months before the General Election, to resolve the various public 
sector pay disputes which had raged over the winter of 1978/79. The Clegg 
Commission’s remit was to resolve outstanding grievances by finding acceptable 
bases for comparison. In its two years of existence the Commission had 26 
negotiating groups referred to it, covering in total about 2.75 million employees, 
but these excluded the civil service and the three review body groups existing at 
the time (top salaries, doctors and dentists and armed services). The reports 
varied in the size of the awards recommended but, given the comparability- 
based approach, it led to a substantial rise in overall public sector pay levels. 
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The incoming government faced high levels of both price and wage inflation 
and was committed by its manifesto to reducing public expenditure. While 
honouring the outcomes of Clegg, the new government made clear from its first 
days in office its dislike of pay comparability as a mechanism for determining 
public sector pay and soon introduced central controls for the public sector. It did 
this through a system of cash limited ‘pay provision’ figures. These pay 
assumptions were increasingly tightened in successive years from 14 per cent in 
1980 until the final announcement in 1985 of a 3 per cent ceiling to cover 
settlements in the pay round from 1985 to 1986. This gradual tightening of the 
pay limits was designed to lower expectations and reduce pay costs. 

These pay provision figures were always overshot by paybill out-turns 
(Beaumont 1992, p. 168), which tended to be two or three percentage points 
ahead. This overshoot was partly because the pay provision figures were seen by 
the negotiators, correctly, as a guideline rather than as a ceiling, with the 
consequence that settlements often exceeded the limit, and partly because salary 
drift led to earnings increases higher than basic pay increases. Nevertheless, the 
government argued that they served an important role in reducing pay 
expectations among public sector workers (Beaumont 1992). The size of public 
sector pay settlement levels was also clearly influenced by external labour 
market factors ~ a substantial rise in unemployment, a large drop in price 
inflation (from 11 per cent to 5 per cent between 1981/2 and 1984/5) and a 
substantial fall in private sector pay increases (Hatchett and White 1984). Whole 
economy average earnings increases fell from 12 per cent to 6.5 per cent. Against 
this background it was difficult for public sector unions to mount any real 
challenge to the imposition of cash-limited increases. 

While the government expressed its interest in regionalizing pay from its first 
days in government, there were no real attempts in this first period to 
decentralize the existing pay bargaining arrangements. The independent pay 
review bodies (PRBS) continued to report, with the addition of the Nurses and 
Professions Allied to Medicine (PAMs) Review Body in 1983 as a solution to long 
running disputes in the NHS in 1982. The bargaining structures based on Whitley 
principles remained largely untouched and the police and fire services pay 
indexation formulae were left intact. While the civil service lost its pay 
comparability system, established in 1956, a prolonged industrial dispute in 
1981 led to the setting up of an independent committee to look into future 
methods of pay determination. This committee (Megaw 1981), while critical of 
the previous pay research unit approach to comparability, recommended a new 
form of pay determination whereby bargaining would take place within the 
inter-quartile range of private sector pay increases. However, the first of these 
agreements based on the Megaw principles was not negotiated until 1987. 
Nevertheless, there was increasing talk of ‘market rates’ for skills in short supply 
(and market supplements for some groups began to appear) and performance- 
related pay. The latter fitted well with the Conservative philosophy of 
individualizing employment relationships but it had an equally useful role in 
helping to release the pressure of increasing numbers of staff trapped at the 
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maxima of their service-related incremental scales by the absence of labour 
turnover during the recession. 

As a result of this policy of pay provision targets, and despite a number of 
public sector pay disputes in the period (for example, civil service and NHS 
ambulance staffs in 1981, NHS nurses and ancillary workers in 1982), levels of pay 
increase reduced steadily in line with inflation. The range of public sector 
settlements fell from 13-20 per cent in 1979/80 to 4-6 per cent in 1983/4 (DS 
1986). However, from 1983 private sector pay stabilized and settlement levels ran 
ahead of inflation through 1983. Pay increase levels began to drift upwards as the 
economy came out of recession. Writing in June 1984, Hatchett and White (1984, 
p- 17) suggested that the government was approaching ‘a watershed for their 
public sector pay policy’. The police and fire indexation awards, which directly 
reflected whole economy movements in pay, stood out within the public sector 
and showed that private sector pay increases were moving ahead of the public 
sector. The average earnings figures from the New Earnings Survey showed 
quite clearly that the gap between private and public sector groups narrowed 
between 1980 and 1985 and, in the case of non-manual men, the positions were 
reversed with the private sector overtaking the public. 

The contradiction in the government’s centralized pay limits policy was that, 
while partially effective in reducing paybill costs, it did not allow the flexibility 
necessary for public sector employers to respond to the labour market problems 
thrown up by the recovery. Labour shortages in the private sector led to a 
recruitment scramble, especially for skilled workers and white-collar staff in the 
South East. No pay limit was announced for the 1986/87 pay round. In a 
Treasury memorandum, the government explained its position as follows: 


Until recently the pay assumption has been valuable in reducing expectations 
about pay increases both in the public services and more widely, but this year a 
pay assumption could, again, clearly not be more than three per cent. The 
usefulness of a pay assumption at this level would be highly questionable ... and 
if delegated budgets within departments are to be taken seriously and developed 
... they cannot indefinitely be based on artificially low pay assumptions (IDs 1987, 
p. 1). 


U PERIOD TWO: 1986 TO 1990 


This phase of policy, based on delegated financial management systems to 
departmental level in the civil service and to the new general managers in the 
NHS, concentrated on labour market problems. The government announced that 
the new policy was to encourage decentralized bargaining aimed at matching 
pay levels more closely to local labour conditions and the level of demand for 
each occupational group. Pay policy was to be founded on ‘ability to pay’ and 
ability to recruit and retain. The major criteria were thus to be ‘merit, skill and 
geography’ (IDS 1988a, p. 1). 

The government made some headway in introducing the first of these new 
criteria ~ merit. A major development in the latter half of the 1980s was the 
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growing spread of performance or appraisal-related pay systems, especially for 
management. In areas under its direct control, such as the civil service and 
related bodies, performance pay was gradually introduced for the full range of 
staff. The first such scheme was a simple bonus scheme for senior grades which 
began in April 1985. This was later changed to a system of range pay with a 
quota of additional performance-related increments on top of service-related 
increments. In 1987 a breakthrough agreement was signed with the IPCS 
(Institution of Professional Civil Servants) union representing civil service 
scientists, technologists and professional staff which adopted a similar system of 
‘range pay’ with additional performance-based increments available for higher 
performers. This agreement was followed by a similar deal for the Inland 
Revenue union IRSF (Inland Revenue Staff Association) in late 1987. Draft 
agreements on extra performance-related increments were also reached with the 
Nucps (National Union of Civil and Public Servants) (representing executive 
administrative grades) and the CPsA (Civil and Public Services Association) 
(representing clerical grades) in 1989 (Ds 1989a). Only the CPSA agreement did 
not contain a quota on the number of performance awards. Performance-related 
pay developed more slowly in the NHS, where it was gradually introduced for 
management from the most senior grades downwards to middle managers. 
Many local councils, especially Conservative controlled, also began to introduce 
performance pay schemes. According to IDS, in 1989 ‘just under a quarter of the 
total number of authorities in England and Wales now have or are planning to 
have performance pay schemes’ (IDS 1989a, p. 3). In central government around 
40,000 staff were subject to some form of performance element in their pay while 
similar schemes had spread to the Scottish Development Agency, the Civil 
Aviation Authority, British Rail, London Transport and the water industry (IDs 
1989a). 

The second criteria, skill, also began to appear in the form of targeting pay at 
particular occupations in short supply. Labour market pressures led to the 
introduction of pay supplements right across the public sector. These were 
designed to remedy particular skill shortages in particular geographical regions, 
although in reality they were almost exclusive to London and the South East 
where ‘Big Bang’ financial deregulation in the City of London had led to 
escalating pay levels and house prices. Special pay additions for hard to recruit 
occupations were introduced in both the civil service and NHS, especially for 
computer staffs (DS 1986) but also for professional staff, such as accountants and 
surveyors, and for secretarial staff (IDS 1988a). The nurses’ PRB report 
recommended the introduction of special pay supplements for staff in the 
London region and those were introduced in April 1988. In local government, 
too, there was increasing concern about the impact of market supplements and 
additional benefits for key staff on the integrity of the national pay structures. A 
consultative paper from the local authority employers suggested new, more 
flexible agreements which set minimum rates only (LACSAB 1987). A report by IDS 
and Peat Marwick McLintock on local government pay showed the range of 
measures being introduced by local councils (IDS 1988b) which were either ad hoc 
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responses to particular demands or more integrated ‘reward packages’. Pay 
supplements were also introduced in the Post Office and at British Rail. 

The third criteria - geography ~ in the form of regionalized pay setting did 
not develop, apart from the targeting of pay supplements at regions of high 
labour turnover and shortage. Nevertheless the first moves towards decentraliz- 
ing pay determination, although not on a regional or geographic basis, did occur 
in this period. The civil service negotiations were conducted for the first time on 
an individual union basis in 1985 — thus eight separate agreements replaced the 
previous ‘single table’ arrangement through the Council of Civil Service Unions. 
The same year also saw the start of discussions on the long-term pay agreements 
recommended by the Megaw Report (Megaw 1981). While the majority of the 
civil service unions rejected the long-term pay proposals in 1986, within three 
years all the unions had followed the IPCS and POA (Prison Officers Association) 
and agreed new separate arrangements. While these arrangements all included 
aspects such as performance-related pay and the flexibility to award market 
supplements, they remained national agreements negotiated centrally. 

Government frustration with lack of progress on any real move to local pay 
bargaining was exhibited in more and more strident criticisms of national 
agreements. Statements were made by the Chancellor, the Environment 
Secretary and the Employment Secretary in the run up to the 1987 election. 
Only one group lost its national bargaining arrangements in this period but not 
as part of a move to decentralize bargaining. The Burnham Committee for school 
teachers in England and Wales was abolished in 1988 and replaced by a quasi- 
pay review body, the Interim Advisory Committee, on whose recommendations 
the pay increases in 1988, 1989 and 1990 were based. However, rather than 
restoring teachers’ bargaining rights in 1991, a new pay review body was 
announced. This decision appeared to contradict both the policy of decentraliza- 
tion and the eschewal of pay comparability but the new arrangements did allow 
local education authorities more flexibility to make discretionary awards on top 
of the basic scales. Moreover, the introduction of Local Management of Schools 
(LMs) and the reintroduction of grant maintained schools allowed local school 
heads, at least in theory, the right to determine their own pay arrangements. 
Nevertheless, the teachers’ pay recommendations must be approved by 
Parliament and thus still have statutory force. 

By 1989 alarm bells about public sector labour shortages were being rung. In 
the civil service resignation rates were increasing —in the Inland Revenue 
resignation rates were up to 23.8 per cent in London and 21.6 per cent in the 
South East (Treasury and Civil Service Select Committee 1989). A survey of eight 
NHS regions and 47 districts found average turnover rates in 1987/88 were 25.3 
per cent for all non-medical staff, 22.3 per cent for nurses and midwives and 44.6 
per cent for domestic and ancillary staff (Centre for Health Economics 1989). 
Failure to recruit led health authorities to resort to the use of agency staff, the cost 
of which escalated. Special location allowances for hard to fill posts began to 
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Only in local government were there significant moves to decentralization and 
even here the national agreements continued. During the course of an industrial 
dispute over more flexibility in the national agreement between NALGO and the 
local authority employers a number of district councils withdrew from national 
bargaining in order to give increases above the national employers’ offer. In 
October the first significant council, Kent County Council, pulled out. At the end 
of the dispute the local councils were no further forward in their pursuit of a 
more flexible agreements and the employers’ body predicted that the whole of 
national bargaining was under threat. By the end of 1990, some 28 councils had 
broken away from the national agreements (Bryson ef al. 1993). In almost all 
cases, these authorities claimed to want to develop their own pay arrangements 
which would help them recruit and retain staff, including a shift to performance- 
related pay. It was perhaps not surprising that almost all of the breakaway 
councils were Conservative controlled and located in the South East where 
labour market pressures were strongest. 

Compulsory contracting-out of services or ‘market testing’, while present to a 
limited extent prior to 1986 for local government construction Direct Labour 
Organizations, was given a new impetus in this period. In the civil service, the 
Central Unit on Purchasing published a comprehensive guide in 1986 which 
stated that ‘there are no limits to the nature of the activity which can be 
considered for competitive tendering’ (Ward et al. 1988, p. 13). It was estimated 
that 95 per cent of all government laundry work was contracted-out in the period 
1986-7 and 85 per cent of cleaning and maintenance of land and buildings. 
Competitive tendering in the NHS began earlier, with a ministerial instruction in 
June 1983, but by 1986 the poor record of savings from the exercise prompted the 
chairman of the NHS Management Board to write to NHS regional chairmen 
encouraging further competitive tendering. By March 1988 almost all domestic 
and laundry services had been subjected to competitive tender as had 76 per cent 
of catering services (Ward et al. 1988, p. 16). The year 1989 was also the first in 
which councils were required to put a series of defined services, such as refuse 
collection and school catering, out to compulsory competitive tender under the 
Local Government Act 1988 (Ward et al. 1988) although construction contracts, 
both ‘new build’ and maintenance, had been subject to CCT since the passing of 
the 1980 Local Government Planning and Land Act. 

The impact of CCT, coupled to the abolition of the Fair Wages Resolution in 
1983, on local council national bargaining was profound — national terms and 
conditions were reduced in order to win contracts in competition with private 
contractors. For manual workers in the public services CCT meant that national 
terms and conditions became more flexible and the impact of the relevant 
national agreements was reduced. However, the national agreements continued 
to be negotiated through national collective bargaining. In this respect, pay 
flexibility was encouraged indirectly through legislative means and the resultant 
organizational changes rather than through a shift to decentralized or local 
agreements. This legislative and organizational reform of the public services was 
to have even more impact in the following period. Public sector pay settlements 
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in the period from 1986 to 1989 edged up. Increases in 1986 were generally in a 
range of 5-7 per cent and broadly in line with the private sector range for the first 
time for some years. This range generally continued through 1987 and 1988, 
although with some exceptional increases such as the nurses’ 15 per cent rise in 
1988. The pay review bodies tended to award increases broadly in line with 
average earnings growth. By 1989, however, public sector rises ranged between 
6-9 per cent. There was a strong upward movement in the scale of increase over 
the summer, following a sharp rise in inflation, a continued fall in 
unemployment and industrial action by public sector unions in a number of 
key areas. By the summer of 1989, private sector settlements were running at 7-9 
per cent, their highest level since 1979 (IDs 1990). 

The policy of flexibility withm nationally agreed pay deals operated during 
the period 1987 to 1990 highlighted the contradiction that, while national 
agreements seemed incapable of dealing with local labour market pressures, the 
devolvement of pay decisions to local managers had led to a rapid growth in 
additional payments over which the Treasury had little control. Moves towards 
more internally focused, performance-related pay systems were also under- 
mined by the need to respond to strong private sector competition for particular 
professions and skills. Hence pay supplements were often targeted at ‘hard to 
recruit’ occupations, irrespective of the individual merit of the job holder. As a 
result, internal pay relativities became dysfunctional. 

Notwithstanding this growth in additional payments, overall average earnings 
for the public sector lagged behind those in the private sector. While national pay 
increases in the period between the ending of cash limits in 1986 and the onset of 
recession in 1990 broadly followed the private sector range, this was not true of 
earnings levels. In comparative pay terms, the New Earnings Survey showed 
that by April 1990 average earnings for both manual and non-manual men in the 
private sector were ahead of the public. Female earnings in the public sector 
continued to stay ahead of the private but this reflected the composition of the 
female workforce (i.e. there are more female professionals — for example 
teachers, nurses and social workers ~ in the public sector than in the private). 
The decline in relative pay served to aggravate labour shortages. 


IV PERIOD THREE: 1990 TO 1992 


This period was characterized by sharp economic downturn. Following the 
increasingly overheated labour market of the Lawson boom years (although 
contemporaneous with continuing high levels of structural unemployment in 
parts of the UK), the rising levels of public expenditure and inflation led the 
government to apply the economic brakes. This slowdown, coupled to a 
developing world slump, led to private sector unemployment rising rapidly and 
the hothouse labour market of the South East cooling abruptly. Recruitment and 
retention problems eased dramatically (Ds 1991). 

This period of recession coincided with major organizational restructuring of 
both the civil service and NHS. General managers had been put in place in the 
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NHS as early as 1983, following the Griffiths report (NHS Management Inquiry 
1983), while the civil service Financial Management Initiative (FMD played a 
similar role in devolving budgets to civil service managers. However, from the 
late 1980s more radical restructuring was begun. While much of this process of 
reform was driven by notions of creating market mechanisms and disciplines for 
the non-profit making parts of the public sector, it also offered new opportunities 
for the government to introduce more decentralized forms of pay determination. 
This new phase found expression in the government white paper, ‘People, Jobs 
and Opportunity’ (Department of Employment 1992), published in February 1992. 
This promised to ‘encourage employers to move away from traditional, 
centralized collective bargaining towards methods of pay determination which 
reward individual skills and performance; respond to the wish of individual 
employees to negotiate their own terms and conditions, and take full account of 
business circumstances’ (Department of Employment 1992, p. 37). 

In the civil service, the report ‘Improving Management in Government: The Next 
Steps’ (Ibbs 1988), recommended the creation of quasi-independent executive 
agencies in defined activities. By April 1993 about 62 per cent of non-industrial 
civil servants were employed in executive agencies, including the Inland 
Revenue and HM Customs and Excise (Cm 2627, 1994, p. 14). At the end of 1992, 
new legislation on civil service management allowed the Treasury to delegate 
responsibility for pay and conditions to the agencies. By April 1994, 21 agencies 
and three departments (Customs and Excise, the Inland Revenue and the Health 
and Safety Executive) had already had responsibility delegated to them although 
by no means all had installed new pay systems (IDS 1994a). 

In the NHS, the White Paper ‘Working for Patients’ (Department of Health 1989) 
served a similar if more radical role. This report recommended the establishment 
of an ‘internal market’ for the NHS with purchasers and providers of health care. 
Under these proposals, individual NHS hospitals or groups of hospitals were 
allowed to establish themselves as independent health care trusts, free to sell 
their services to whichever purchaser wished to buy them. The White Paper 
made clear that opted-out trusts would be free to settle the pay of their staff. The 
report also argued that the objective was to progressively introduce greater 
flexibility, in order to allow managers to relate pay rates to local labour markets 
and to reward performance. The main recommendation of this report were 
enacted through the NHS and Community Care Act in June 1990 and by April 
1991 the first wave of 57 self-governing trusts were in operation. By April 1993 
the number had risen to 323 and by April 1994 about 95 per cent of NHS hospital 
and community health services were provided by trusts, employing in total 
about 90 per cent of staff (IDS 1994b). However, ‘most staff in trusts have not yet 
experienced any major changes to their pay and conditions of service and so far 
there has in the main only been a tinkering at the edges’ (Corby 1992, p. 40). 
According to IDS, only 15 out of 157 trusts established by mid-1992 had signed 
separate formal pay agreements (IDS 1992a). A survey by IRS (1993) of 33 trusts 
found that 27 had some staff on local conditions but that over 80 per cent of staff 
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were still on NHS national terms and conditions. Trinder (1993) estimated that 
less than 5 per cent of the total NHS workforce were on local terms and conditions 
in 1993. 

In local government, however, the steady stream of councils departing from 
the national agreements in the late 1980s slowed down to a trickle in the early 
1990s. Only eight opted out between 1991 and 1993 (Bryson et al. 1993; IDS 1994b, 
p. 135). Moreover, local pay settlements in those which had opted out generally 
ran ahead of the nationally agreed increases (IDS 1992b). This was partly 
explained by their use of management consultants in determining pay levels. 
These consultants based pay levels on comparative jobs in the private sector 
(Audit Commission 1995). 

By November 1992 the organizational changes were in place to allow fully 
fledged local pay bargaining to develop in the civil service and NHS, although 
there remained considerable barriers to local implementation. Not least of these 
barriers was the continuing influence of the pay review bodies, which continued 
to make recommendations at national level. Moreover, at least in the NHS, there 
was anecdotal evidence of reluctance among local managers who felt the systems 
were not yet in place to manage pay at local level. In terms of pay settlements, 
the period from 1990 to 1991 saw a growth in the size of public sector 
increases ~ with settlements in 1990 in a range of 7.5-9.5 per cent and in 1991, 
6-9 per cent. By 1992 pay settlements had begun to react to low inflation, down 
to 4 per cent by March 1992, and continuing economic stagnation. In the private 
sector settlement levels were half that of 1991 and in the public sector most fell in 
a range of 4-5 per cent. In its evidence to the school teacher’s pay review body 
the government stated that it was ‘determined that the public sector should not 
be insulated from the further downward adjustments to pay settlements’ (IDS 
1992c, p. 7). 


V PERIOD FOUR: 1992 TO THE PRESENT 


With falling inflation, a slack labour market and declining private sector pay 
levels, it is perhaps surprising that more progress towards local pay bargaining 
was not made in the period from 1990 to 1992. With public sector unions in a 
weaker position than hitherto, the time seemed ripe for a full-scale assault on the 
existing national pay systems. Devolved budgets were in place to allow local 
managers the freedom to manage their own pay negotiations as they saw fit but 
progress towards decentralized bargaining remained very slow. 

However, in November 1992, with growing concern about the level of public 
sector pay settlements and their impact on overall public spending the 
Chancellor surprised the public services by announcing a new central pay limit 
for all public sector groups of 1.5 per cent. This limit applied to the ‘whole of the 
public sector and related bodies without exception regardless of whether the 
normal method for settling pay is by negotiation, or by applying a formula, or by 
reference to recommendations from a Review body’ (IDS 1993). The policy was 
defined widely ‘to include bodies that are largely public sector funded ... and 
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others that are controlled or owned by the public sector’. Both the NHS trusts and 
local authorities were warned separately of the necessity of keeping within the 
limit. 

The Chancellor’s Autumn Statement in 1992 explained that the objective was 
to keep the growth in public sector paybills as low as possible. It stated that: 
‘Without pay restraint, there would be less room for programmes, including the 
provision of services and capital projects, to help promote recovery, employment 
and long-term prosperity, within an overall total for public expenditure that the 
country can afford’ (Ips 1992c). The statement continued that ‘there should be no 
reason for lower settlement levels to stand in the way of progress towards the 
decentralization of pay and the extension of performance pay’. 

However, this view was not endorsed by all public sector managers. A report 
from the National Association of Health Authorities and Trusts summed up this 
change of policy as follows: ‘At a stroke, the policy of 12 November 1992 — the 
first national pay policy for nearly twenty years- cut across previous 
government statements, in particular the drive to link pay to performance 
and to devolve and decentralize pay decisions’ (NAHAT 1994). As has been 
commented: ‘It is clear that the 1.5 per cent limit on public sector increases in 
1993 totally undermined the most innovative managers’ attempts to develop 
local pay and grading systems’ (Bach and Winchester 1994, p. 279). The new 
policy had an immediate effect on the level of pay settlements for the year from 
November 1992. Almost all settlements were for around 1.5 per cent, even in the 
opted-out local councils. Paybill costs may have been even lower. 

The three-year pay freeze announced by the Chancellor in November 1993 
made clear that the only way that increases could be achieved was on a self- 
financing productivity basis. This would allow local managers to trade jobs and 
changes in working practices for additional pay. However, the pay review bodies 
made recommendations for increases of around 3 per cent from April 1994. The 
Prime Minister’s acceptance of these recommendations in full created major 
funding problems for local employers, especially in the NHS where over 50 per 
cent of staff are covered by PRB awards. 

A U-turn on pay decentralization seemed apparent in early 1994. The new NHS 
Human Resources Director, Ken Jarrold, announced in an interview in Spring 
1994 that, ‘our task is to move towards a position in which pay is increasingly 
determined at local level but this needs very careful planning and preparation, 
and it won't happen overnight’ (Personnel Management, May 1994, p. 29). In a 
comment on previous policies, Jarrold said the mistakes had been ‘to encourage 
unrealistic expectations in the first place of how quickly the change to local 
bargaining could realistically happen’. 

It was therefore surprising to see another strong shift back towards a policy of 
devolved bargaining in June/July 1994. In separate but probably related moves, 
both the NHS and civil service announced an acceleration in plans for 
decentralization. In a letter dated 6 June from the NHS Chief Executive to all 
chief executives of NHS trusts, the need for enabling agreements to be in place for 
the 1995 bargaining round was made clear. All trusts were commanded to 
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‘prepare action plans by October 1994 and to have local pay machinery set up by 
February 1995’. A separate white paper on the civil service, published on 13 July, 
announced that, by April 1996 responsibility for the pay and grading of staff 
below senior levels should be delegated to all departments and the existing 
national arrangements replaced’ (Cm 2627, 1994, p. 26). 


VI THE RATIONALE BEHIND THE POLICY 


The review of the period from 1979 to the present advanced above suggests that 
government policy on public sector pay bargaining has developed, as Mailly et 
al. suggest (1989), largely as a pragmatic response to economic and political 
circumstances. As Storey (1992) has commented, there remain a number 
of constraints upon public sector industrial relations which do not affect the 
private sector, not least the issue of political control. The government’s own 
portrayal of its transformation of public sector industrial relations is, argues 
Storey, problematical as ‘it is clouded with ideological overtones and so is highly 
charged politically’ (Storey 1992, p. 47). The truth may reveal a less coherent 
policy than that portrayed by the government. Nevertheless, certain underlying 
principles and a rationale for the changes in policy can be detected. Periods of 
centralized control with strict limits imposed on the size of pay increases have 
been interspersed with periods of relaxation when pay settlement assumptions 
have not been made explicit. Thus the explicit pay provision figures set out in the 
early 1980s were designed to limit the outcomes of heavily centralized, national 
collective bargaining. These pay assumptions were also aimed at breaking any 
comparability links to private sector pay movements and achieving rapid 
reductions in public expenditure. While these limits were overshot in every year 
of their operation, they were relatively successful in reducing the level of pay 
increases. The problem was that such a simple instrument could not cope with 
the flexibility needed to respond to the particular labour market pressures which 
emerged as the recession of the early 1980s ended. These pay limits were 
therefore scrapped in 1986 and a more relaxed policy introduced which did not 
stipulate a set figure. This new policy allowed local management, with new 
budgetary independence, the freedom to add extra payments for ‘merit, skill and 
geography’ to the still essentially nationally determined pay levels. This 
relaxation was prompted by the increasing recruitment and retention problems 
in the public sector as the wider labour market tightened in the economic 
recovery years of the latter half of the 1980s but it also owed something to the 
political considerations connected with the General Election of 1987. It also 
meshed well with the new policy of financial decentralization to local 
management through the Financial Management Initiative in the civil service 
and the appointment of NHS general managers in 1983. While centralized pay 
bargaining in the civil service was segmented into individual negotiations with 
each trade union from 1985, these agreements remained essentially national in ki 
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scope. Elsewhere in the public services, collective bargaining remained 
centralized and national, although in local government there was a limited 
amount of decentralization in the late 1980s as around thirty local councils (albeit 
mainly small districts in the South East) departed from the national agreements 
(Bryson et al. 1993). Nevertheless, the national agreements became more flexible, 
especially in those sectors of the public services most subject to market forces (Le. 
those involved in compulsory competitive tendering). 

It was only from 1990, as the more radical restructuring of the public services 
began, that the organizational framework allowed more decentralized bargain- 
ing to be put in place. With the creation of the internal market within the NHS and 
the creation of free-standing civil service agencies, more market-based systems of 
pay determination became inevitable. If individual NHS trusts or civil service 
agencies were to operate in a genuine market fashion, managers had to have 
control of their largest cost, Le. pay. The government also believed that local 
bargaining would lead to a greater correlation between pay levels and local 
labour markets. Moreover, such local bargaining was seen as the opportunity to 
break the power of the public sector unions at national level. However, despite 
the creation of an organizational framework favouring local pay bargaining, 
there was still widespread reluctance by local managers to move away from 
national agreements. 

In November 1992 this policy of devolved bargaining was apparently 
contradicted by a return to centralized limits on pay, although still coupled to 
calls for local pay determination. The Chancellor’s 1992 Autumn Statement 
made clear that the switch back to central controls was due to fears about rising 
public expenditure and the impact of high pay settlements on levels of service 
provision (although bargaining was still essentially at national level). The return 
to an explicit pay limit in 1992 indicated that the government distrusted local 
management to make the correct decisions about the allocation of their financial 
resources between pay and other costs, although the 1.5 per cent ceiling was also 
about setting an example to private sector employers about pay rises. From 1993, 
this policy was developed so that, while no pay increase limit was announced, 
public sector employers were instructed that all pay rises would have to be 
funded out of efficiency gains, with a freeze on paybills for a three-year period. 
With its emphasis on productivity bargaining at local level, this policy was 
aimed at forcing local negotiators to trade jobs for pay rises, a key concern being 
the balance of pay costs, service provision and capital projects. Such productivity 
bargaining also increased the pressure on public service employers to introduce 
more flexible payment systems, including performance-related pay, which could 
lead to more differentiation in the allocation of rewards. These more flexible and 
variable pay systems were seen as contingent on local pay determination. The 
reluctance of managers at local level was overcome by unilateral government 
decisions to end national pay bargaining in central government, both within the 
civil service and NHS. 
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Vil DISCUSSION 


The final part of this article considers the appropriateness of decentralized pay 
determination for the public services in the light of collective bargaining theory 
and discusses the underlying tension between the needs of the government as an 
employer and its role as an economic regulator. The government’s supporters 
argue that decentralized pay bargaining is a prerequisite for controlling public 
sector pay (see, for example, CBI 1994). Only by devolving pay budgets to local 
managers, so the argument goes, will real productivity deals (higher pay for 
fewer, more flexibly skilled staff and a shift from labour intensive operations to 
capital intensive) materialize. Moreover, pay levels will relate not to some 
national labour market based on comparability but to local labour markets and 
‘ability to pay’. A hidden agenda is that the ending of national collective 
bargaining will weaken the trade unions and hence enable public service 
employers to develop more contingent pay systems, including individual 
performance-related pay. Decentralization has been found to allow ‘patchy 
union recognition to develop and non-union areas to grow’ (Purcell and 
Ahistrand 1994, p. 128). 

Clearly the organizational decentralization of the public services is part of a 
government policy which is much wider than the control of public sector pay — a 
change in culture towards more business-like organizations is a key part. A 
major reason often cited by those public service organizations which have 
introduced their own local pay structures is the ability to create a new 
organizational culture where staff identify much more closely with local 
management's objectives. For these employers, separating themselves off from 
other employers in the same ‘sector’ is a desirable end in itself. Four of the gains 
identified by Purcell (1989) in decentralizing bargaining were an enhanced role 
for managers; the easier linkage of pay movements with productivity; closer 
contact with employees; and easier introduction of technical and organizational 
change. All of these factors would be objectives for such public sector managers. 

However, the level of pay bargaining in the private sector is by no means a 
simple division between centralized and decentralized. Pay may be negotiated 
through an industry-wide agreement, a company-wide agreement or at 
individual establishment level but these three levels are not necessarily mutually 
exclusive. Employers may choose to follow an industry-wide agreement which is 
then built upon at company and/or establishment level — so-called two-tier 
bargaining. Alternatively, the scope and coverage of the agreements may vary at 
different levels. Some industry-wide agreements stipulate the actual rates of pay 
while others are framework agreements setting minimum increases. There was 
increasing decentralization of pay bargaining in the private sector in the 1980s 
(Millward et al. 1992). While this was primarily a shift from industry-wide 
arrangements to corporate level, Purcell and Ahlstrand (1994, p. 126) suggest 
that ‘in manufacturing, single-employer corporate bargaining is now very much 
the exception (outside the motor industry)’ because most firms have moved to 
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decentralized unit and divisional level bargaining. They note that these changes 
were more due to company reorganizations into product divisions than to any 
wish to relate pay more closely to local labour markets. 

Few of the companies examined by Purcell and Ahlstrand (1994) claimed to 
have decentralized to take advantage of cheap local labour markets. As Brown 
(1989) comments, there appear to be strong reasons for firms’ internal bargaining 
structures to reflect less where employees work than what they work at. The shift 
from corporate bargaining to business unit level was usually linked to the 
abandonment of job evaluation ‘such that internal labour market structures were 
found within units of production, not across sites in multi-plant firms’ (Purcell 
and Ahlstrand 1994, p. 126). The evidence suggests that decentralization to unit 
or divisional level is more common in manufacturing than in services. Purcell 
and Ahistrand (1994, p. 126) note that in the service sector ‘corporate bargaining, 
or bargaining nationally within a division, is more common, reflecting the 
structure of an industry broken into small employment units (banks, shops, 
hotels) where decentralization to individual units would be more difficult’ 
(Purcell and Ahlstrand 1994, p. 126). Even where such decentralized unit level or 
divisionalized bargaining exists, it often still takes place within a framework of 
strict pay guidelines from head office (Marginson et al. 1993). Research suggests 
that multi-employer or industry-wide bargaining is favoured where there is: a 
large number of small employers; geographical concentration; strong competi- 
tive pressures; high trade union membership and high labour costs (Towers 
1992). This ‘convoy’ bargaining ensures collective protection for employers faced 
by national trade unions. 

Decentralization is not without its drawbacks. These problems exist at the 
level of the enterprise, the industry within which it operates and on the 
macroeconomic scale. Decentralization has the potential for destabilization and 
the constant danger of management inconsistency between units. Disadvantages 
include the problem of ‘leap-frogging’ pay claims, although only where unions 
can co-ordinate activity across many sites (there is little research on the actual 
impact of such ‘leap-frogging’); the increase in the number of separate 
negotiations and the resulting increase in transactional costs; the inexperience 
of local managers which can lead to inflationary increases not matched by 
productivity increases; and finally the fact that site level bargaining may enhance 
the power of local unions, which may be constrained by their colleagues on other 
sites when company bargaining applies (Purcell and Ahlstrand 1994, p. 141). The 
Audit Commission, in its report on local government pay management, has 
pointed out that ‘national agreements contribute to good pay management ... 
they provide a framework which can restrain pay leap-frogging and thus help 
prevent pay inflation in skill shortage areas from extending to the whole 
workforce’ (1995, p. 10). 

However, decentralization does not have to be all or nothing. It is possible to 
keep either a framework agreement at company level which allows local 
flexibility or to maintain control of key items of expenditure at company level — 
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the two-tier bargaining system. This model has been suggested as the one most 
likely to develop in the public sector (Purcell and Ahlstrand 1994, p. 142). 
Research into case study organizations by Purcell and Ahlstrand (1994) found 
three sets of factors influencing the choice of bargaining level — first, and most 
important, corporate strategy and business organization; second, labour markets 
and; third, industrial relations. An important issue for public service 
organizations is clearly labour markets, both internal and external. The key 
issues are the degree to which the bargaining unit can be isolated from other 
parts of the firm and whether there is a unique set of skills within the firm which 
cannot be found outside. The training of such employees may be carried out on a 
company-wide basis and hence create a strong sense of identity across sites, 
making unit level bargaining very difficult. This observation may have some 
relevance to the public services where there is strong evidence of an internal 
labour market for many public sector occupations. 

Even if unit-based pay determination within company-wide constraints is 
adopted, decentralization and a departure from comparability may still hold 
dangers for the control of pay. As recent work by Oswald (1991), Mayhew (1991), 
Brown and Rowthorn (1990), Brown and Wadhwani (1990), Walsh and Brown 
(1990), Brown and Walsh (1991), Walsh (1993), and Walsh and Brown (1990) has 
suggested, the internalization of pay determination and a dependence on an 
individual business’s performance can serve to divorce such a company from 
external labour market pressures, rather than tie it closer to local market 
conditions. The long-term trend towards decentralization and fragmentation of 
pay bargaining arrangements has been associated with the narrowing of inter- 
regional pay differentials (apart from the South East), not a dispersion of pay on 
a geographic basis (Walsh and Brown 1990). Further, as Oswald (1991) 
demonstrates, the existence of a ‘going rate’ of pay is an important part of an 
efficiently functioning market economy. If employers are insulated from market 
forces by relating pay levels purely to profitability, this creates ‘a class of 
individuals who are highly paid solely because they had the good fortune to be 
in the right place at the right time’ (Oswald 1991, p. 33). This in turn will keep 
production costs high and inhibit any increase in production, which in turn will 
also inhibit employment growth. 

Moreover, as Brown and Wadhwani (1990, p. 67) explain, ‘the increased 
isolation of “insiders” through single-employer bargaining ... may have facili- 
tated improvements in labour productivity’ but at the expense of ‘continued high 
unemployment and a national bargaining structure whose fragmentation gives 
rise to continued vulnerability to internationally uncompetitive levels of wage 
inflation’. Referring to Williamson’s work (1975) on internal labour markets, 
Walsh comments that: ‘Fragmented employment relations can impose costs on 
employers, especially when employees possess relatively scarce, job specific 
skills. In such a context, individual workers may exploit more easily their 
bargaining leverage by engaging in costly haggling over the size and scope of 
remuneration’ (Walsh 1993, p. 412). 
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Mayhew (1991) argues that it is not the decentralization of pay bargaining 
which is the problem but the lack of co-ordination at national level which, in 
contrast to many European countries and even Japan, particularly effects the UK 
economy. There may be some support for this view in contrasting the whole 
economy pay policies of other European countries with the UK (PFF 1991). In the 
public sector, recent research by Hegewisch and Larsen (1994, p. 6) on European 
public sector developments indicates that ‘pay decisions in general remain 
relatively centralized’. While there is evidence of some decentralization of some 
operational aspects of pay, firm control has been kept on the final outcome, for 
example by setting strict cash limited budgets. Pay bargaining for public sector 
workers remains generally centralized, although such agreements may allow for 
local flexibility, for example in allowing performance-related pay. In the 
Scandinavian countries there has been some movement towards organization- 
level bargaining but this has primarily been a shift from national to sectoral level 
bargaining, not a movement towards geographical local bargaining. Hegewisch 
and Larsen indicate that attempts to decentralize pay negotiations in Europe 
have been motivated by two objectives: (1) to exert control over pay budgets by 
making pay more responsive to local conditions, and (2) to deal with recruitment 
and retention problems in increasingly competitive labour markets. However, as 
Ferner (1991) suggests, these two objectives are often incompatible. 

In summary, the current policy of pay decentralization in the public services 
may be problematic. While the issue of control over public expenditure may 
have been partly resolved by the decentralization of financial controls to local 
managers but with strict budgetary limits, the bargaining outcomes of local pay 
bargaining may result in inflationary increases. The theory of pay bargaining 
suggests that decentralization may make productivity improvements easier to 
achieve but possibly at the cost of reduced control over overall paybills. The 
presence of strongly unionized groups of public sector specific occupational 
groups (such as teachers, nurses, doctors and social workers) suggest that, at 
least for these groups, decentralized bargaining could be highly inflationary. 


CONCLUSION 


While Conservative policy throughout its 14 years in office has been to 
decentralize pay determination in the public sector, only since 1990 have real 
moves begun to occur and these were limited until the government announced 
its intention in 1994 to abolish national bargaining. Moves to decentralize NHS 
bargaining remain the subject of compromise with the government announcing a 
system of two-tier national/local bargaining in September 1995. Several reasons 
for this lack of progress towards ending national level agreements have been 
advanced: these include: the relative novelty of the recent organizational 
structures; the lack of political will and control at local level; the continued 
existence of pay review bodies; the relative strength of the trade unions within 
the public sector; the undeveloped nature of personnel management in the 


© Blackwell Publishers Ltd 1996 


108 GEOFF WHITE 


sector; the overriding power of the Treasury in its control of public expenditure 
and, of course, political pragmatism (White 1993). Three further factors have 
been suggested: the political sensitivity and economic context of the public 
services; the organizational characteristics of these services; and the occupational 
identities and distinctive labour market features of many public sector groups 
(Bach and Winchester 1994). 

Moves away from pay comparability have also been limited and large 
numbers of public service professionals remain covered by pay formulae or 
independent pay review. Indeed, the present government has added new PRB 
groups. Brown and Rowthorn (1990, p. 10) suggest that ‘most public service pay 
bargaining has seen a continued tightening of central Treasury budgetary 
control’. Where pay ‘fragmentation’ has occurred, this has been as much a 
response to labour market pressures as to overt government policy. Most of the 
fragmenting, albeit limited, of pay structures has been conducted within the 
confines of national bargaining frameworks and there have been few cases of 
unions being derecognized for collective bargaining. Where new structures have 
been introduced in the civil service and public corporations, these have been 
more along the model of product-based units within the multi-divisional 
company described by Purcell and Ahistrand (1994) rather than on the basis of 
geographic labour markets. In the NHS the fact that the same or similar services 
are delivered by many hospitals across the country suggest that the service- 
sector model of corporate level bargaining may make more sense than local unit- 
based or division-based pay. Recent moves to two-tier bargaining in the NHS 
perhaps reflect this view. While the government's policy is premised on a view 
that decentralized pay determination leads to lower wage costs and hence 
reduced public expenditure, the experience of the private sector suggest the 
picture is more complex. The presence of strong national labour markets, often 
associated with centralized forms of pay determination, for many public sector 
professional occupations (for example, doctors, nurses, teachers, social workers) 
suggest that moves to local pay rates may be problematic. 

The economic evidence suggests that devolved bargaining can have a strong 
wage push effect, especially where co-ordination is weak at national level. As 
Brown and Rowthorn suggest, decentralizing pay to local level ‘will merely 
provide local managers with another reason for making pay concessions’ (1990, 
p. 12). Decentralized pay on the multi-divisional model may make sense for 
some parts of the public sector where separate functions are truly independently 
accountable but for the majority of the public services, where centralized 
financial control is retained, it makes little sense. The evidence presented in this 
article suggests that the division of roles between that of an employer, keen to see 
local productivity bargaining, and that of the paymaster in the shape of the 
Treasury, continues to create contradictory tensions in public sector pay policy. 
The operation of ‘delegated pay bargaining’ (the term used by the government in 
its 1992 Civil Service (Management Functions) Act) may allow the Treasury to 
retain control over the ‘cost of the cake, but not its ingredients’ (Bailey 1994, p. 
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121), but inflationary pressures from the external labour market remain. Moves 
towards greater decentralization of pay determination will continue to be 
conducted within tight boundaries laid down at the centre but comparability 
with the private sector will not go away. 
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TRANSFORMING PUBLIC SERVICES: 
CONTRACTING FOR SOCIAL AND HEALTH 
SERVICES IN THE US 


STEVEN RATHGEB SMITH 


Government contracting with private service organizations has grown rapidly in the 
United States in the last 25 years. Advocates of contracting hope that it will spur 
competition among service agencies, lowering costs and improving service quality. In 
practice, however, contracting departs significantly from this competitive model. 
Instead, government and private agencies develop long-term relationships which can 
be considered regimes governed by specific norms and expectations. These regimes 
profoundly influence the delivery of services and the politics of contracting. This article 
analyses these regimes in the context of the contested nature of public authority. The 
article concludes with suggestions for reforming public policy to improve the 
performance and effectiveness of contracted services. 


Restructuring public services to be more efficient, effective and responsive is a 
central goal of governments throughout the world. In the United States, the most 
common form of restructuring to date is contracting out public services to 
private organizations (Donahue,1989; Kettl 1993; Smith and Lipsky 1993). Many 
states and localities rely entirely on private agencies funded by contracts to 
deliver important public services including child protection, home care, and 
residential care for the chronic mentally ill, developmentally disabled and AIDS 
patients. Policy makers and scholars from across the political spectrum support 
contracting for its potential to save money, enhance citizen participation in 
service delivery, and improve service quality (Osborne and Gaebler 1992; Stein 
1990; Savas 1982; Bennett and Johnson 1981). 

The growth of contracting is fuelled by a straightforward model of the free 
market. By opening up public services to market competition, contracting will 
reduce costs and improve the quality of public services. This article focuses on 
government contracting with non-profit social and health agencies. The basic 
argument of this article is that the contracting in practice departs significantly 
from this free-market model. Instead, government and contracting agencies 
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develop long-term relationships which can be considered a regime governed by 
specific norms and expectations (Krasner 1982; Stone and Sanders 1987). This 
regime is in turn affected by the contested, uncertain nature of public authority 
and the need for public officials to appeal to multiple constituency groups. 
Attempts by government and providers to adapt and adjust to this uncertainty 
affect the behaviour of government and private providers and the provision of 
services to the citizenry. 


Background 

The early literature on contracting tended to regard bureaucracies as inherently 
inefficient and oppressive. By shifting public services to private agencies and 
allowing market competition, contracting had the potential to save money and 
improve services (Drucker 1967; Savas 1982; Bennett and Johnson 1981; Butler 
1985). Subsequently, several scholars suggested that in practice contracting did 
not follow the market model of rigorous bidding: contracts were usually 
renewed; little genuine competition for contracts existed; and efficiency gains 
were often elusive (DeHoog 1984; Smith and Lipsky 1993; Gutch 1992; Gronbjerg 
1993). 

Additional insight into the structure and development of government 
contracting with non-profits can be gained from the new institutionalism 
literature and regime theory in international relations. Moe (1987, 1990, 1991) 
writes that the activities of government cannot be compared with market 
exchanges because public authority is different. The exercise of public authority 
involves winners and losers and consequently is contested. The fight to exercise 
public authority has profound implications on the character of public 
organizations and their performance. 

In a contracting relationship, government purchasers are accountable to 
multiple constituents including the private contract agency, interest groups, 
legislators, the executive branch, and the press. The ever-present problem for the 
purchasing agents is that they must devise structures and processes which 
insulate them from the political uncertainty associated with being accountable to 
so many different constituencies (Moe 1991). In order to protect themselves, 
government officials often resort to complicated procedures and regulations 
governing the selection, oversight and monitoring of contract agencies. 

Likewise, non-profit service providers need to be responsive to potential 
funders including the purchasing agency. They may also have connections to 
citizen groups, the legislature, the executive branch, and other public agencies 
and private service providers and private foundations. 

Also, the purchasing agency is linked with several constituency groups and 
the contract agency in reciprocal relations where the actions of the agency are in 
part determined by their perception of the priorities of these constituencies. The 
private non-profit agency is not wholly private since the goals and even the 
mission of the organization is in part set by the priorities of the government 
agency. The contract agency has reciprocal relationships with other service 
providers, the legislative and executive branches, and other public agencies but it 
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is the connection to the purchasing agency which is critical. This perspective on 
contracting is different from transaction cost analysis and principal-agent theory 
which conceptualizes the relationship between government and the provider as 
a dyadic one Johanson and Mattson 1991, p. 261). While the government 
purchasing agency may deal primarily with the non-profit provider, it is subject 
to a variety of political pressures from elsewhere in government and the private 
sector. 

The relationship between government and providers is akin to the long-term 
relationships between states in international relations. The political scientist, 
Stephen Krasner (1982) refers to these relationships as regimes which he defines 
as ‘sets of implicit or explicit principles, norms, rules, and decision-making 
procedures around which actors’ expectations converge’ (p. 186). In a regime, the 
behaviour of states is ‘not based solely on short-term calculations of interest’ (p. 
187). A shared sense of reciprocity is central to a regime because it is expected 
that states will sacrifice short-term interests with the understanding that the 
other party will reciprocate in the future. Thus, regimes do not resemble a 
voluntary market exchange in which the various parties narrowly calculate their 
self-interest. Instead, the states in a regime are linked by shared obligations, 
norms and responsibilities (Smith and Lipsky 1993, pp. 43-45). 

This regime concept is quite applicable to government contracting for services 
with private agencies. In a contracting regime, the purchaser and service 
provider develop a set of norms and expectations to govern their relationship. 
These norms regularize a contracting relationship and promote stability despite 
the contested nature of the political environment surrounding contracts. These 
norms are a protective measure by both parties to reduce uncertainty: each party 
will expect the other to abide by certain rules. Implicit in this relationship is the 
mutual dependency of the two parties which discourages each party from 
breaking the agreement. The contracting regime is rarely a balanced relationship 
however. Instead, the contracting regime tends to be governed by a more 
powerful partner, government. While government and the private agency are 
mutually dependent with a set of shared norms they are not equal; government 
tends to be more powerful. Partly this is due to the absence of options to 
government faced by non-profits but it is also the special character of public 
authority. Government contract funds can legitimate an organization, protect it 
from potential competitors, and enhance the prestige and influence of an agency 
and its staff. Non-profit providers thus face serious disincentives to leaving the 
contracting relationship. 

Significantly, a contracting regime is more than an ad hoc or one-time 
arrangement between government and a service provider to accept a few clients 
for six months. Instead a contracting regime is a long-term relationship governed 
by norms and expectations designed to facilitate agreement and co-operation. 
The norms of the regime are quite often different from its rules and regulations. 
The norms provide the critical guidance for the regime. There may be many rules 
and regulations that are consistent with certain norms. For example, government 
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may increase its regulation of private agency expenditures. Yet, the norms 
governing the regime may not change; providers are still expected to spend 
money according to the intent of government. 

When norms shift, though, the regime may change fundamentally. Thus, the 
biggest political battles in the contracting regime are conflicts over norms. For 
example, battered women shelters have fought regulations requiring 24-hour 
professional staff coverage of their facility because they believe it is directly 
contrary to the philosophy of independence underpinning their programmes. 
Some service providers offering alcohol and drug treatment oppose government 
regulations requiring their programmes to hire certain professionals as a 
condition of receiving the contract because programme staff are committed to 
non-professional treatment focusing on individual empowerment. 

Government depends upon the norms of the regime to enlist the co-operation 
of government personnel, especially since government generally does not have 
sufficient personnel to closely monitor contract agencies on a regular, ongoing 
basis. For this reason, a provider who refuses to abide by the regime norms can 
be a genuine threat to the purchasing agency and the contracting system. 
Accountability for contract funds is diminished and a rogue agency can call into 
question the programme of the purchasing agency, possibly giving ammunition 
to agency opponents. Faced with agencies unwilling to abide by regime norms, 
government may try to end the contract or engineer a replacement of agency 
staff with individuals more receptive to working within the established norms. 

Contracting is a legal agreement between government and non-profit pro- 
viders where the expectation of both parties is that the relationship will continue 
if satisfactory performance by the provider is rendered. Contracting differs from 
other government funding arrangements such as seed grants or research and 
demonstration awards where government’s commitment to the non-profit 
service provider is short term and time limited. Relationships between private 
foundations or United Way chapters and non-profit service providers will differ 
substantially from the government contracting relationship since private funding 
entities do not face the same organizational and political dilemmas of public 
purchasing agencies. 

The following sections discuss in detail the ongoing dilemmas faced by 
government purchasing agencies and non-profit service providers as they cope 
with political uncertainty and the challenges of maintaining long-term relation- 
ships. Attention will be focused on the structure of political authority and its 
impact on the contracting relationship as well as the role of the contracting 
regime in shaping the behaviour of government and non-profit agencies. 

This article is based upon extensive research over a period of several years on 
government contracting with private organizations in many different states. 
More recent studies focus on government contracting with organizations 
providing drug and alcohol treatment services in North Carolina and political 
advocacy by substance abuse programmes. These projects have entailed site 
visits, archival investigation, and interviews with non-profit and government 
staff, and social welfare advocates. 
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GOVERNMENT IN THE CONTRACTING REGIME 


In the US, contracting for health and social services is primarily done at the sub- 
national level. Responsibility for developing and monitoring the contract is 
lodged with a government agency charged with providing services in a 
particular service category. For example, the public mental health department 
administers contracts for the services to the mentally ill. But great variation exists 
in the administration of contracting in states across the country. In some states 
such as Massachusetts, most contracting for health and social services occurs at 
the state level between state agencies and local non-profit service providers. In 
many other states, contracting is administered by country agencies and 
departments. Except in large urban areas, cities and towns do not contract 
for many social and health services since most American municipalities do not 
provide substantial funding for redistributive health and social services 
(Kodrzycki 1994; Fuchs 1992). Thus, most non-profit service agencies have a 
contractual relationship with state or county government or a regional health 
authority. Some agencies may receive federal funds but usually this money is 
channelled through state and county governments who then contract with non- 
profit agencies. The selected federal programmes which directly fund non-profit 
agencies usually provide only research and demonstration money rather than 
secure operational funds. 

As the contracting regime develops, an exchange of personnel between 
government and the non-profit sector becomes increasingly common. Many 
government staff are professional colleagues and personal friends with private 
agency staff. Consequently, government officials may be understandably 
reluctant to seriously disturb the contracting relationship. Disruptions in 
contracting such as switching contracts to another agency are also avoided 
because volatility in the contracting relationship can be politically threatening. 
Service providers who lose a contract may take their case to the legislature or the 
press. Moreover, switching contracts may entail expensive and perhaps 
inadvisable shifts in clients from one provider to another. The ensuing publicity 
might give ammunition to opponents of the state agency in the legislature or 
elsewhere in state government (for example, the state auditor’s office). At the 
very least, it would require the purchasing agency to justify its decisions under 
the glare of public scrutiny. Terminating contracts can be difficult to defend 
because of the elusiveness of outcome measures. Many service providers could 
legitimately challenge contract terminations on the grounds that they are being 
held accountable on the wrong measures or the as agency failed to give 
them sufficient resources. 

Some providers represent politically influential srodtnents: leaving the 
purchasing agency with little choice but to continue the contract. But many long- 
term relationships are desired by the purchaser: the supply of providers may be 
scarce; and the purchaser may trust the providers due to years of dealing with 
him or her on a regular basis. Providers with less experience and personal ties are 
at a decided disadvantage in luring away a contract from an established 
provider. 
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These long-term relationships are critical to forming a contracting regime 
between government and provider. Rapid turnover of programme officers 
undermines the stability of the contract regime because it depends upon a 
predictable set of norms and expectations. If programme officers are only short- 
term and treat their contract agencies as only a temporary obligation, they 
are unlikely to invest the time and energy in developing a solid relationship 
with their contractor. The contract agency may even ignore the advice of the 
government programme officer. 

The contracting regime can be viewed as simply an adaptation by government 
and provider to a long-term relationship and the absence of adequate suppliers. 
But the contracting regime represents much more; it is very directly a response 
by government to political conflict and uncertainty. The unpredictability of 
public organizations is reduced through the norms and personal ties of the 
contracting regime. The norms guiding these networks can provide a way for 
both government and provider to lower the transaction costs of contracting and 
cope with the vagaries of the political world and the market for contract services. 
In this sense, government officials in the contracting regime are similar to many 
corporations which develop long-term relationships with contract organizations 
in order to ensure the timely delivery of quality goods and services (Kett! 1993; 
Powell 1991; Lorenz 1991). 


The Dilemma of Political Uncertainty 

Purchasing agencies such as the state mental health department or the county 
substance abuse authority are not solo actors but instead are immersed in a web 
of relationships affecting their contracting relationship with non-profit providers. 
Legislators can intervene in agency affairs if they are upset with the policies 
of the purchasing agency, such as their selection of contractors or the actions 
and programmes of the non-profit service provider. Indeed, Congress and 
state legislators have many ‘weapons’ to annoy, frustrate, or block action by a 
purchasing agency: they can delay confirmation of top officials; cut or delay 
approval of the agency’s budget; earmark funds against the wishes of the 
purchasing agency; and order an evaluation of the agency's programmes. 
Legislators may intercede with an agency due to their own concerns or they may 
act on behalf of an aggrieved interest group or organization who wishes to block 
or change the purchasing agency’s programmes. For example, a federal agency 
with responsibility for a community intervention programme came under fire 
after an interest group, upset with the agenda of the community programme, 
protested to members of Congress and the executive branch. In another example, 
a state agency tried to use its influence in the legislature to take away contract 
funds from another state agency. 

The executive branch is another source of uncertainty for purchasing agencies 
since a turnover in executive leadership may bring profound changes to govern- 
ment programmes. Also, providers may try to go to the executive branch to 
overturn unfavourable decisions rendered by the purchasing agency. Direct 
intervention by the executive branch on behalf of providers tends to be most 
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common at the county or municipal level where the political executive is more 
likely to know the provider. 

Government agencies also worry that unfavourable press attention might 
undermine their political position. Negative media stories can provide an 
opening to agency critics or opponents by spotlighting problems such as 
excessive or inappropriate spending by the purchasing agency or ineffective and 
even illegal activity by the contract agency. As the scope of contracting in the 
health and social services expands, the press is more likely to be interested in 
investigating the contracting system. And, the expansion of contracting invites 
the attention of citizen watchdog groups, disgruntled service providers, and 
government agencies who use the press to call attention to what they regard as 
inadvisable contracting practices. 


Building political support 

To address the problem of political uncertainty, government purchasing agencies 
can build political support among interest groups, powerful legislators, and 
important members of the bureaucracy. This support can be obtained through 
several routes including: giving a contract to an agency in a legislator’s district; 
awarding a grant to an interest group for research or technical assistance; 
funding a study by outside researchers sympathetic to the agency; and com- 
promising on the structure of the contract programme by altering regulations or 
the selection of contractors. In federal social and health programmes, govern- 
ment agencies actively try to court state and local governments for support. State 
and local officials are often more than willing to oblige because they depend 
upon private agencies under contract to the federal government to provide local 
health and social services. Some federal social and health agencies structure their 
programmes to almost require state and local officials to be their supporters, lest 
they lose valuable federal funding. 

To build their political base and increase their chances of legislative success, 
government officials will directly or indirectly create political associations of 
contract agencies. Government sponsorship of interest group formation has been 
a general trend in American politics in the last twenty years (Walker 1991; 
Salisbury 1990). In response to contracting, many private service providers have 
banded together to form political associations to further their concerns. 
Government purchasing agencies sometimes provide seed money for the 
establishment of these political associations because they can be important 
political assets. Federal and state purchasing agencies are typically barred from 
lobbying legislators. By contrast, these associations can lobby legislators directly 
for more money or new contract programmes. 

In addition, these associations can reduce the unpredictability of the political 
environment for the purchasing agencies. Service providers have an incentive to 
lobby purchasing agencies, legislators, and the executive branch for favourable 
treatment. In its unrestrained version, service providers are pitted against each 
other in a scramble for funds. This can make it difficult for purchasing agencies 
to develop consistent policies since contract agencies are trying to make their 
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own political deals. Associations of service providers can sometimes unify a 
provider community in a given service category such as drug policy or mental 
health, allowing purchasing agencies to negotiate with the association rather 
than many different providers. A consensus agenda may also be helpful in 
gaining the attention and support of the legislature or governor. 

Government support of provider political associations can take may forms; a 
direct grant; a contract for technical assistance or research which the association 
can use to partially fund ongoing operations in other areas; and help with 
convening a meeting of interested providers. Purchasing agencies can also 
involve the association in discussions on budgets, regulations, and long-range 
plans, legitimizing the association vis-d-vis its member organizations. 

Another strategy for purchasing agencies to gain political support is to fund 
research organizations, consulting agencies, and university-based researchers to 
analyse service-related issues. These individuals and groups can be helpful to 
purchasing agencies because they can certify a government position, for 
example, the need for more drug treatment or the desirability of more funding 
for residential care. 

To cope with political uncertainty and conflict, purchasing agencies also use 
compromise; the modification of regulations; new funding; re-bidding contracts; 
and re-writing a contract on terms favourable to the provider. This need 
for compromise to build or maintain political support explains why many 
regulations governing contract agencies work against effective performance. For 
instance, one federal programme prevents its agencies from raising money with 
staff paid with federal funds. This regulation is a concession to some interest 
groups and members of Congress concerned with the spending by contract 
agencies. But this regulation is very destabilizing to contract agencies who need 
to raise outside resources in order to compensate for declining federal funds. 


Government regulation of contract agencies 

Another strategy to cope with political uncertainty and the problem of 
monitoring provider performance is through government regulation. In the 
development of regulations, government is guided by norms of equity (Smith 
and Lipsky 1993). Owing to the pressures from many different constituencies, 
government purchasing agencies need to justify their policies as fair and 
equitable. This selection of contractors, the referral of clients, the types of contract 
services are just a few of the many programmatic areas where government 
regulations reflect equity considerations. To be sure, government sometimes 
departs from the equity principle; a provider in a powerful legislator’s district 
may receive a contract; or a client may be allowed to receive preferential 
treatment. But these exceptions are either unsanctioned or contrary to stated 
policy. 

Most regulations are process-oriented, focusing on the process of service 
delivery such as fund distribution or client selection rather than programme 
outcomes such as how much did a contract agency reduce child abuse. Process 
measures are easier to develop and less controversial than outcome measures. 
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Submitting documentation on the number of clients seen by the agency is not 
likely to provoke serious opposition. But fierce disagreement may ensue over the 
proper evaluation of outcomes. How many incidents is the child protective 
agency supposed to prevent? Or is prevention its primary mission? Also, many 
service programmes are designed to deal with problems such as violent crime 
among youth where no real solutions exist, but government is nonetheless 
obligated to respond due to the seriousness of the problem. For these pro- 
grammes, reliable outcome measures may not even exist. 

Regulations serve a legitimate function of maintaining accountability for the 
expenditure of public funds by the contract agency. But, regulations can protect 
government officials from potential intrusions or attacks from legislators, the 
press, and the executive branch by providing a fair and equitable structure to the 
contracting process. For example, a service provider denied reimbursement for a 
particular service rendered under the contract appealed to the head of the 
purchasing agency’s division to reverse the denial despite specific regulations 
against the reimbursement. The existence of standards and regulations protected 
the purchasing agency against charges of arbitrariness. 

As contracting becomes more widespread, regulations tend to increase due to 
the concern with accountability. To a much greater degree than in the 1970s, state 
governments monitor the selection of clients, staff credentials, and the allocation 
of contract funds within the agency. Some contracts even specify by name the 
client to be served by the agency. In line with this trend, many state purchasing 
agencies have instituted performance contracting whereupon contract agencies 
are rewarded financially for reaching specified contract goals. For example, state 
mental health departments give additional funds to contract agencies if they are 
able to keep a specified number of chronic mentally ill patients out of expensive 
public institutions. 

The increasingly contested political environment of contracting can produce 
overly rigid and excessive regulation of contract agencies (Smith and Lipsky 
1993; Gutch 1992; Bernstein 1991). Service providers are asked to submit mounds 
of information on their operations, even though government agencies do not 
have the capacity for reviewing the information. Further, some of the requested 
information is not germane to evaluating programme quality. For many non- 
profit agencies, especially smaller community organizations, programmatic 
regulations can lead to major changes in mission, services, and clients. Service 
costs also rise because compliance with these regulations requires contract 
agencies to add administrative staff and develop new internal monitoring 
systems. 


NON-PROFIT SERVICE AGENCIES IN THE CONTRACTING REGIME 


The long-term relationships between many non-profit providers and govern- 
ment mask the uncertainty of contracting from the perspective of the contract 
agency: payments are often delayed; government officials sometimes unilaterally 
cut contract amounts; regulations may be interpreted in a way that imposes 
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unexpected costs on the agency; and new government personnel may revise 
contact guidelines and regulations or favour other service providers. And, in 
recent years, the competition for public and private funds among service 
providers has increased substantially, making it more difficult for agencies to 
build secure, stable sources of income. 

In addition, the political risks to non-profit service providers increase as the 
contracting system grows and matures. An extensive contract system creates 
severe management challenges. Thus, the risk of political attack from lawmakers, 
citizen groups, and other government agencies rises accordingly. The political 
response from government can include: new management structures; shifting 
contracting responsibility to other government agencies; retrenchment in 
contracting; and management shake-ups. All of these responses can thrust 
service providers into uncertainty and sometimes serious turmoil. 


The response of contract agencies 

To protect their position or gain political advantage, service providers pursue 
several strategies. Providers may try to influence the constituencies of the 
purchasing agency in the hope that unfavourable policies may be reversed or 
modified. The provider can contact his or her legislator, write to the head of the 
agency with jurisdiction over the purchasing agency, or lobby the governor’s 
office. This political work is done by non-profit staff, volunteers (especially board 
members), and statewide association staff, although these associations generally 
do not get involved in individual agency issues unless it is a serious problem. 
Service providers may also enter into alliances with other service providers or 
consumer and citizen groups to help push their policy agenda. For instance, in 
many states, contract agencies providing services to the mentally ill, 
developmentally disabled and substance abusers have formed coalitions to 
press for a broad platform of proposals. 

An obvious goal of provider political advocacy is more funding. However, 
contract agencies may try with equal vigour to influence the structure of 
contracting. Structure in this context can mean regulations governing the 
contracting process, the appropriate government agency charged with contract- 
ing (for example, the mental health or health department), the level of govern- 
ment responsible for contract administration (for example, county or state), and 
the appeals process for contract agencies. Regulations are a key target or 
providers because they help set the ‘rules of the games’. For example, service 
providers, may try to limit eligible bidders for contracts to certain types of 
agencies by requiring potential bidders to have minimum capital requirements. 
Other contract regulations such as the duration of the contract, reporting 
requirements, payment terms, and the rate determination process will favour 
some agencies over others. Similarly, the specific government agency responsible 
for contracting will favour some agencies over others. Whether or not a drug 
programme is placed in the mental health department or the health department 
can make an enormous difference to the service provider community. The 
orientation of the two departments toward drug treatment is very different; thus 
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some providers will gain an advantage depending upon the department given 
the responsibility for drug treatment services. 

Another way for providers to exercise influence is through loyalty to the 
purchasing agency (Hirschman 1970). Since contract agencies are often in long- 
term relationships with government, some agencies may reason that a possible 
way to improve one’s position is to gain favour with the purchasing agency. The 
contract agency can support the purchasing agency’s position in public. Or it 
might agree to help resolve a difficult budget situation or client crisis. In doing 
so, the contract agency hopes that government officials will remember when the 
contract agency wants a rate increase or a new contract. The willingness of the 
contract agency to undertake these supportive efforts is dependent on the norms 
governing the contracting regime. Over time, if government fails to respond 
favourably to the contract agency, the contracting regime will start to erode as 
the contract agency becomes less willing to abide by the previous norms and 
principles. 

In the American political system, service providers have many opportunities 
at the sub-national level to try to influence the contracting system: the state 
legislature, city council, or county commission; the courts; state and local 
purchasing agencies; and political executives in state, county and municipal 
government. At the national level, it is more difficult for an individual provider 
to influence the structure of their contracting relationship since providers are less 
likely to know personally many people in the federal bureaucracy and sub- 
stantial time and resources are required. 

The position of service providers in the contracting regime — and their ability 
to apply political influence — also reflects the characteristics of the service 
provider. Many non-profit agencies are relatively small and undercapitalized. 
They may only have a few paid staff and scant slack resources to devote to 
political activity. And, these agencies may lack well-established political ties. 
Larger service providers are usually more politically powerful. Yet, even these 
providers may find their influence limited, especially in the case of a budget 
crisis or unexpected changes in the political environment. 

While providers can strive to employ various political strategies, they need to 
exercise caution because they are involved in a long-term relationship with 
government. Overly aggressive advocacy may lead to unfavourable treatment by 
government such as a denial of rate increases, referral of inappropriate clients, 
and the exclusion from bidding on contracts. 

State associations representing providers help overcome the problem of 
individual agency advocacy. Associations lobby the legislative and executive 
branch for more funding or regulatory changes favourable to providers. But 
associations need to be wary about their advocacy since many providers are 
reluctant to endorse confrontational tactics by the association for fear of 
alienating government. 

Indeed, statewide associations representing service providers are complex, 
somewhat fragile political organizations. To an extent, these associations 
represent the exploitation of the strong by the weak. The small providers lack 
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resources and influence to be effective advocates. However, they cannot support 
an association without the contribution of the larger members. Yet, the 
associations can represent the reverse: the exploitation of the weak by the 
strong (Aberbach and Baumgartner 1991, pp. 198-99). The large providers might 
look like special interests if they approached legislators, bureaucrats or political 
executives directly. A membership organization can lobby for many of the same 
goals and appear to be more legitimate and representative. 

When government budgets are rising, the alliance between the large and small 
providers tends to hold since both groups are able to achieve some of their goals. 
In times of fiscal austerity, the alliance is more difficult to sustain. The large 
providers may believe that they will do better on their own and the small 
providers may feel that the large providers are dictating too many of the 
association’s priorities. Or the smaller providers ~ who are likely to be most 
affected by a serious budget crisis — may believe that the larger providers are too 
cosy with government officials and not sufficiently vocal in protesting 
unacceptable government policies. 

The structure of these provider associations is significantly affected by the 
organization and funding of the contracting system. Associations are organized 
around specific public policies: home care, hospices, day care, drug and alcohol 
treatment, and rehabilitation services. Association leaders take their cues on their 
political goals from legislators, purchasing officials, and the executive. The close 
ties between members of provider associations and government personnel 
facilitates an exchange of information and sometimes personnel. 

In a particular policy area such as mental health or developmental disabilities, 
providers associations, government purchasing agencies, legislative staff, and 
outside researchers are part of the issue network in which professionals in the 
public and private sector develop ties and relationships based upon their 
expertise in a particular field (Heclo 1978). This network promotes a shared 
approach to contract services but it can ‘freeze out’ service agencies who are not 
part of the network. In social and health services, many community agencies are 
outside this network due to a their service mission or lack of resources. 


NEW APPROACHES TO THE CONTRACTING RELATIONSHIP 


The political nature of contracting might lead some policymakers to suggest that 
it would be better simply to shift the delivery of public services entirely to the 
non-profit sector. In this scenario, government would reduce its funding of non- 
profit agencies drastically. These agencies would then be placed in a position of 
providing services and responding to social need through private charitable 
funds or volunteer support. This is the vision of service raised by Glazer (1989) 
who suggested that we, as a society, should move toward a ‘self-service society’. 

Yet, Glazer’s strategy is problematic because it cannot adequately address 
widespread social need. Private charity is unable to compensate for reductions in 
government funds; thus a sharp cutback in public funds to non-profits would 
require non-profits to reduce service, lay off staff, and cut salaries. The challenge 
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for policymakers is to recognize the political nature of the contracting relation- 
ship and view it as a long-term investment that requires sensitive regulations 
and ongoing financial support, mcluding help with capital costs. A sound con- 
tracting system also requires a supportive political constituency, especially at the 
state and local level. Government policymakers can facilitate this process by 
helping support provider associations which can mobilize non-profit agencies 
and develop policies to achieve proper provider accountability. 

This model of contracting also implies that in order to strengthen the non- 
profit sector and voluntarism, public officials need to invest in adequate 
institutional structures. Without fiscally strong and responsive national, state, 
and local governments, non-profit agencies will be unstable and compromised in 
their ability to deliver services. Indeed, financially weak and/or constrained 
governments can exacerbate the politicized nature of the contracting system. 
Uncertain about their funding, non-profit agencies will have an even greater 
incentive to undertake political lobbying and tailor their programmes to 
government's policy agenda. 

The American experience with contracting for social and health services with 
non-profit agencies suggests that the structure of political institutions and the 
welfare state plays a large role in determining policies toward contracting. Great 
variations exist in the extent of contracting across the country due to America’s 
federal structure and powerful role for the state and local governments. The 
bureaucracy at all levels of government is not well-insulated from political 
pressures, profoundly affecting the bureaucratic oversight of contract agencies. 
The weakness of political parties makes the process of building a political 
constituency even more difficult. As a result, non-profit contract agencies usually 
depend upon relatively small, underfinanced provider associations to represent 
them politically. In the face of sustained opposition from the legislative and 
executive branches, these provider associations are often unable to politically 
defend the interests of provider agencies. 

The political vulnerabilities of non-profit contract agencies are further 
compounded by the relative isolation of many private contract agencies. Many 
non-profit contract agencies are created in response to pressure from social 
welfare advocacy groups; programmes for the homeless, the hungry, drug 
treatment, runaway youth, and AIDS are good examples. But, these programmes 
are often dependent upon time-limited funding which leaves them very 
susceptible to funding cutbacks when public attention shifts to other policy 
concerns. As a long-term strategy, contract agencies and their advocates would 
be well-advised to look for opportunities to align themselves with politically 
popular social and health programmes such as government health care 
programmes that are less likely to experience sharp shifts in funding and public 
support and develop local support networks of government and civic leaders. 


Conclusion 


In sum, government purchasing agencies such as the state mental health 
authority have many goals in mind in the contracting relationship: cost- 
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consciousness; the need to build political support; loyalty to important 
friendships; protection against political uncertainty; the maintenance of 
accountability for public funds; and fairness and equity in the awarding, 
development and monitoring of contracts. The pursuit of multiple goals by 
purchasing agencies leads to a contracting structure which is very different in 
structure from exchanges between buyers and sellers in a classic free-market 
economy. 

Contracting in the United States also demonstrates the complex trade-offs 
inherent in many political strategies. While contracting has allowed greater 
flexibility in social and health provision, it can destabilize private, voluntary 
agencies in the long-run if the public sector fails to provide timely and sufficient 
funding. And the political character of the contracting relationship means that 
regulations and policies governing contracting can be contrary to effective, 
efficient service delivery. To avoid these problems and others, government at all 
levels will need to maintain adequate funding and regulatory authority. The 
public and voluntary sectors will also need to work together in order to balance 
government's legitimate need for accountability with the desire of non-profit 
agencies for predictability and autonomy. Remove this commitment and the 
diversity and pluralism of the non-profit sector is likely to be undermined and 
the effectiveness of public services diminished. 
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CONTRACTING FOR PUBLIC SERVICES: 
A REVIEW OF ANTIPODEAN EXPERIENCE 


SIMON DOMBERGER AND CHRISTINE HALL 


In this article the evolution of competitive tendering and contracting (CTC) policy in 
Australia and New Zealand is documented and evaluated. Policy implementation at 
Commonwealth, State and local levels in Australia is examined in some detail. This was 
followed by a similar analysis of the two levels of government in New Zealand. An 
overall appraisal of the impact of CTC on efficiency and effectiveness of service delivery 
is undertaken, based on disaggregated contracting surveys of State and Commonwealth 
government agencies as well as a wide range of other sources of information. The key 
findings, which are summarized in tabular form, indicate that the pace of 
implementation has varied widely across jurisdictions. This variability is largely a 
function of differences in political orientation of the governments in power, particularly 
in Australia. Despite these differences, the findings suggest that efficiency gains 
stemming from the application of CTC are substantial and widespread. Furthermore, 
quality of service has not, in general, been sacrificed to cost reductions. There is every 
indication that the current rate of progress of policy implementation is set to continue. In 
Australia, it may even accelerate with the onset of a national competition policy which 
will place competitive pressures on providers of public services. 


The reappraisal of the way governments in Australia and New Zealand provide 
publicly funded services has led to a substantial increase in the use of 
competitive tendering and contracting (CTC). Undoubtedly, this increase is 
mirrored by similar developments elsewhere in the industrialized world. 
Government production of goods and services, and direct intervention in 
micro-economic activity, is on the decline everywhere. Australia has been 
particularly influenced by developments in the United Kingdom and, perhaps 
surprisingly, in New Zealand. Between 1984 and 1990, under a Labour 
government, the New Zealand public sector underwent a process of reform 
considered by Boston (1991) to be one of the most radical, comprehensive and 
swiftly undertaken by a public administration anywhere in the world. 
Changes in political fashion, and budgetary pressures, coupled with the 
lowering of trade barriers and increased internationalization of the Australian 
and New Zealand economies, have all played a part in the process. In both 
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countries, the level of efficiency of government services is now recognized as 
critical to the general competitiveness of industry. A central feature of the quest 
for efficiency has been the increased used of CTC for the provision of services. 

This article is a survey of CTC policy implementation and outcomes for the 
Commonwealth, State and local governments in Australia, and the Central and 
local governments in New Zealand. Sections I and II discuss theoretical 
foundations of contracting and the political systems in Australia and New 
Zealand respectively. Sections II and IV then outline the process of implemen- 
tation of CTC policies in both countries, across their varied jurisdictions. Section V 
provides an overall assessment of the outcomes achieved with special emphasis 
on efficiency and effectiveness. Lastly, section VI provides some concluding 
remarks. 


I CONTRACTING AS AN INSTRUMENT OF PUBLIC SECTOR 
MANAGEMENT 


Implementation of Crc at the agency level involves four steps: specification of 
the service to be provided; request for tenders; evaluation and selection of the 
contractor; and managing the contract after it has been let. The adoption of Crc 
essentially represents a switch towards market discipline in the delivery of 
services, involving greater separation between client/purchaser and provider/ 
producers, coupled with a formal ‘contractual framework’ which establishes 
those dimensions of performance ~ principally price and quality - which form 
the basis of the transaction. 

CTC is not new, its theoretical foundations being grounded in a strand of 
economics literature which can be traced to the work of Coase (1937) and 
Williamson (1985). But its noisy intrusion into the world of public administration 
has not gone unchallenged. Critics of contracting are particularly concerned with 
issues of accountability and a potential weakening of democratic governance 
structures (see inter alia, Kettl 1993, Salamon 1989, and Boston 1995). 

This survey article will not address the policy debate concerning the relative 
merits of contracting. Rather, its purpose is to examine what has actually been 
happening in the antipodes and to evaluate what has been achieved so far. The 
survey is empirical in nature , and its contribution lies in providing an overview 
of policy developments together with quantitative evidence which can further 
inform the debate. 

Although fiscal pressure has been the driving force behind change, one of the 
main factors behind CTC implementation in Australia has been the degree of 
broader public sector reform. In their book Reinventing Government, Osborne and 
Gaebler (1992) identify ten principles for effective administration which 
accompany a move away from a traditional bureaucratic to an entrepreneurial 
or managerial style of government. 

However, change in Australia’s approach to public sector management, 
especially at the Commonwealth level, began in the 1980s with the 
recommendations of the Coombs Royal Commission on Australian Government 
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Administration. CTC policies have been spurred by a re-evaluation of the 
functions that can be undertaken by the private sector. According to Michael 
Lambert, Secretary of New South Wales Treasury, ‘At the heart of this issue is the 
distinction between two roles that governments undertake: the government as a 
purchaser of services on behalf of the community and the government as owner 
of the delivery vehicle for providing those services’ (Lambert 1992, p. 4). 

Lambert also identifies several major themes which accompany such a 
reappraisal. They include focusing on the outputs and outcomes of programmes 
rather than on inputs, and a commitment to service quality as expounded in the 
United Kingdom Citizen’s Charter (Treasury 1991) and the New South Wales 
vision statement, Facing the World (NSW 1992). Both articulate the notion that the 
government, when purchasing on behalf of its citizens, has a responsibility to 
provide value for money. Promoting effective competition is seen as a way to 
ensure that this is achieved. Benefits are expected to accrue through lower costs, 
the encouragement of innovation and the development of markets. 

In New Zealand, the trend toward smaller government and improved public 
sector performance was vigorously promoted in the 1980s by reformers in the 
Labour Party, notably the then Minister of Finance, Roger Douglas. The result 
was a complete transformation of the public sector, on a scale that has not been 
matched by the Australian Commonwealth government (see Boston 1991, 1995). 
The New Zealand Central government introduced administrative changes, a 
rigorous programme of corporatization and privatization of government trading 
activities, cuts in government services and increased focus on accountability and 
performance assessment. Similar reforms were initiated at the local level, such as 
commercialization and corporatization, contracting out of services, the 
decoupling of advisory, regulatory, and delivery functions and new account- 
ability mechanisms. 

In Australia, the managerial style of public administration has traditionally 
been associated with the Liberal/National Coalition, rather than Labor 
governments. Among the States, the former Coalition government in New 
South Wales was the clearest example of this style. It was elected in 1988, with a 
stated agenda to tackle public sector inefficiencies. While it had earlier suggested 
that core services were unlikely candidates for contracting, the 1993 contracting 
and market testing policy document stated that ‘it is crucial that all the 
traditional core or operational functions and services of each organization be 
considered for contracting’ (NSW Premier’s Department 1993, p. 31). 

The fact that CTC policies have been zealously introduced by Liberal/National 
coalitions could lead one to underestimate the impact of recent public sector 
reforms under governments from both ‘ends’ of the political spectrum. As 
Sturgess (1993) indicates, what is fascinating about this self-assessment of the 
public sector’s role ‘is that Australian Labor governments are giving a much 
more radical answer than even classical liberals might have done a hundred 
years ago’ (1993, p. 1). 

Table 1 outlines the policy framework underlying CTC across jurisdictions in 
Australia and New Zealand. It is apparent that the Commonwealth Labor 
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government has not pursued CTC policy as zealously as the State Liberal/ 
National Coalitions. In power since 1983, the Commonwealth government’s 
approach is characterized by a rationalist economic style, and a pragmatic 
attitude to CTC, as part of its overall micro-economic reform policy. 

Local governments have been the laggards in responding to pressure for 
reform. They appear to be moving, grudgingly, in this direction, but the rate of 
progress varies enormously. Australian local governments are adopting a more 
managerial style and are directing their efforts towards providing high quality 
services at lower resource costs (see Domberger and Hall 1995). As a 
consequence, concepts such as efficiency and customer service are being 
rigorously pursued and the traditional job of town clerk is being replaced by 
the more business-like position of chief executive officer or general manager. 


Ii POLITICAL SYSTEMS IN AUSTRALIA AND NEW ZEALAND 


The Australian political system consists of three tiers of government - 
Commonwealth, State and local. In line with the Australian Constitution, which 
establishes the federal system (Le. the relationship between the Commonwealth 
and the States and their respective powers), the Commonwealth government is 
granted specific powers of national coverage. Major responsibilities include ex- 
ternal affairs, defence, post and telecommunications, commercial and industrial 
law, income tax collection and social security payments. 

The States have legislative power over all functions that have not been 
specifically assigned to the Commonwealth by the Constitution. Key responsi- 
bilities include police services, property and criminal law, health and education. 
Duplication of some functions between the two tiers of government does exist, 
and is partially due to the growth in the financial resources commanded by the 
Commonwealth and the succession of certain responsibilities to the Common- 
wealth by the States. 

Australian local governments (or councils) operate under the legislative 
powers of State governments. Under State Local Government Acts they have been 
granted power to provide or regulate services such as local roads, land use, 
garbage collection, public libraries and recreational facilities. Although local 
government is a creation of State governments, the Commonwealth government 
has also assumed influence, largely via contributions to funding. In 1992 there 
were 846 local governments throughout Australia, although that number is 
expected to fall through rationalization and amalgamation of small councils 
(Fraser 1992). The State of Victoria, for example, has recently changed its local 
government boundaries and reduced the number of councils from 210 to 78. The 
wide variation in population densities and geographical size of councils is 
reflected in their budgets. This can be seen in Queensland’s Brisbane City 
Council which, in 1988-89, had the largest budget of any council in Australia at 
$282 million, compared to a budget of only $190,000 administered by Brown’s 
Well Council in South Australia (Fraser 1992). 
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Differences exist in the type of services provided by local government, most 
notably across States. Victorian councils are more involved in the provision of 
personal health and welfare services than those in New South Wales and 
Queensland. In comparison with the United Kingdom and the United States, 
Australian local councils are generally less powerful and receive a smaller 
percentage of total government revenue. In 1989-90, local government revenues 
accounted for only 3.5 per cent of all government revenue in Australia. Their 
expenditure share was slightly higher, at 5.7 per cent (Fraser 1992). An average of 
two-thirds of local government revenue is generated from rates on property. 
Around another quarter of funding comes from Commonwealth grants. The 
growth in the latter over recent decades has been a factor in the extension of local 
government services into areas outside those that could be classified as ‘services 
to property’ (Painter 1993). 

New Zealand has a unitary system of government similar to that which is in 
place in the United Kingdom. In 1988, the Central government accounted for 87 
per cent of all public expenditure (Elwood 1988). Activities of a commercial 
nature, including airports, coal mines, gas and oil operations are delivered by 
state-owned enterprises. Local governments, which exist to enhance local 
representation and aid in service delivery, were granted increased responsi- 
bilities in the late 1980s. The services most commonly delivered by local 
authorities include water supply, sewerage systems, stormwater and land 
drainage, garbage collection and disposal, recreational and cultural facilities, 
libraries, forestry, property management and road maintenance. Airports, ports 
and the supply of electricity are also provided by some territorial authorities. 


HI CTC POLICY IMPLEMENTATION IN AUSTRALIA 


One of the most striking characteristics of the introduction of CTC policies in 
Australia is the extent of variation in its application. Historical factors, local 
circumstances, political ideologies and economics situations have all played a 
role in determining CTC policy. As a result, the policy stance varies from an 
informal position whereby discretion is applied at the agency level, through to 
one which is formal and centrally driven. Table 1 details each government’s 
approach and provides a summary of two of the factors, fiscal pressure and 
political affiliations, which have contributed to this result. It also provides a 
historical overview, showing the gradual adoption of formal CTC policies. 

It is noteworthy, and certainly no coincidence, that Queensland, the most 
fiscally robust government in Australia, has neither a CTC policy nor intentions to 
implement one. Although it has a Labor government, the previous National 
government kept a tight rein on fiscal policy during the 1980s. This, combined 
with buoyant primary and tourism industries, has spared Queensland from 
many of the financial difficulties and budgetary pressures faced by other States. 

In the rest of Australia, the trend has been one of general adoption of CTC, 
accompanied by formal policy and/or the issuing of guidelines. Among the State 
governments, New South Wales led the way in 1988 with the adoption of a 
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centrally driven, formal policy. This was reaffirmed in August 1991 when the 
government impressed upon its agencies the need to identify and pursue 
opportunities for CTC as a means of increasing public sector efficiency. It issued 
guidelines which have subsequently become the model for several other States 
(NSW Premier’s Department 1991)’. 

Policy implementation in New South Wales was followed by Victoria in 1992 
and Western Australia in 1993. A CTC policy is now being formulated in South 
Australia. Although neither of the two smaller State governments — Tasmania 
and the Australian Capital Territory —- have formal policies, Tasmania has 
comunitted itself to public sector reform since 1992. 

The Victorian guidelines reflect a clear preference for contracting where it is 
cost-effective. ‘A general test is “if an equivalent or better job can be performed 
for a competitive price” then contracting out should be considered further’ 
(Office of State Owned Enterprises 1993, p. 5). Additional criteria include: to 
provide access to new technology; to overcome poor performance and 
inappropriate culture of the internal workforce; the existence of variable 
workloads or the need to circumvent restrictive work practices; and where it is 
difficult to hire and retain technically competent staff. 

In 1994 Victoria introduced a policy of compulsory competitive tendering for 
local government which subjects a proportion of annual expenditure to CTC. 
Using a gradual approach, the proportion of council expenditure subject to 
competition is set to rise from 30 to 40 and finally to 50 per cent by 1996/7. 
Victoria is the only State which has introduced compulsory competitive 
tendering and its progress is being watched with interest. In contrast, New 
South Wales debated the use of compulsion but has opted instead for 
encouragement. 

In Western Australia, CTC is not considered suitable for areas such as 
providing policy advice to government, certain regulatory or emergency 
functions, and ‘essential services to the independent arms of government — ie. 
the executive and parliamentary services, and judicial functions’. These are 
considered to be unacceptable for private sector participation due to their 
strategic nature (Ministry of the Premier and Cabinet 1994). On the other hand it 
also states that ‘there is little in the public sector not already being done in the 
private sector. Most functions can be performed outside the public sector and 
should be considered for competitive tender’ (ibid, p. 6). 

The Commonwealth government encourages departments to consider CTC if it 
will improve the efficiency of programme delivery and can be shown to be in the 
public interest. The Commonwealth’s approach has been gradual. In the early 
1980s the Treasury introduced changes to the financial reporting requirement, 
under the Financial Management Improvement Program, which encouraged a 
focus on ‘value for money’. These changes subsequently flowed through to 
purchasing functions with major reforms being introduced in 1989. ‘Value for 
money’ was stressed once again, but the importance of competition was also 
recognized. This has resulted in a marked increase in contracting activity over 
recent years. 
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Government policy on inter-agency contracting varies significantly around 
Australia. Traditionally, agencies such as the Commonwealth Department of 
Administrative Services (DAS) and the NSW Commercial Services Group (CSG) 
were established to provide administrative and support functions to other 
government agencies. A range of initiatives has been undertaken to bring 
competitive pressure to bear on these service providers. For the Commonwealth, 
user charges have been introduced for services provided centrally by DAS. These 
include fleet services, accommodation, repair and maintenance, valuation, and 
supply and distribution. However, departments are no longer obliged to use 
these services. DAS is not able to use its public sector status to compete unfairly 
with private firms. In other words, government providers are obliged to compete 
on an equal footing with private providers. Legal services provided by the 
Attorney General’s Department have been opened up to competition, with the 
department charging a fee for service. 

Commonwealth agencies are permitted to compete in the private sector — for 
example, the Australian Protection Service tenders for work in competition with 
private security firms. Commonwealth agencies also bid for other public sector 
contracts, in competition with State in-house providers. By contrast, New South 
Wales had, until recently, discouraged such inter-agency competition and 
divested itself of activities where a competitive private sector market existed. 
It privatized its computing service in 1992, and has since contracted out its 
central warehouse and its cleaning business, the Government Cleaning Service. 
Through servicing of schools, police stations, courthouses and other government 
offices it had become the largest cleaning company in Australia, with an annual 
turnover of $180 million. In 1993, the service was split into five regions, with five- 
year contracts awarded for each (see Domberger and Hall 1995). 

Table 2 provides a snapshot of recent progress with CTC policy implementa- 
tion. While quantitative information is scare, some important gaps are filled with 
studies by Rimmer and Webb (1990), Rimmer (1991) and the Evatt Research 
Centre (1990) detailing local government services, and the Management 
Advisory Board and Management Improvement Advisory Committee MAB- 
MIAC report (1992) which outlines Commonwealth initiatives. The latter reported 
that in 1990-91 services worth a total of $1.2 billion were contracted by the 
Commonwealth government. This was equivalent to 15 per cent of departmental 
running costs (MAB-MIAC 1992). 

New South Wales, Victoria and Western Australia are the only States which 
have undertaken comprehensive contracting surveys to date. During 1995, a 
survey of contracting by Commonwealth government agencies was conducted 
as part of the Industry Commission inquiry into CTC throughout the public 
sector. 

The 1993 New South Wales survey identified contracts with an annual value of 
over $540 million (see Domberger et al. 1993). Consultancies, capital works 
contracts and contracts valued at less than $50,000 were excluded. Approxi- 
mately half the contracts let by both budget sector agencies and Government 
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Trading Enterprises (GTEs) were first time contracts, suggesting a rapid 
acceleration in the pace of CTC. 

In 1994, the value of contracts leapt to over $1.07 billion (see Farago et al. 
1994a). The 1994 survey identified 38 generic service activities. Of these, the ones 
with the highest annual contract expenditure were: building maintenance 
($202.8m); transport services ($137.9m); contact staff ($122.9m); equipment 
maintenance ($94.2m); cleaning ($88.1m); and information technology ($82.5). 
Part-time contract (Technical and Further Education) teachers formed the 
majority of expenditure in the category of ‘contract staff’. Other services 
included in the top twenty were: legal, technical, mail/courier, correctional, 
financial, administrative, medical services, waste management, facilities manage- 
ment, training and education, vehicle maintenance, and security. 

In the 1993-94 financial year, contracts valued at $365m were let by the 
Western Australian public sector. The top five services were: building 
maintenance; forestry services; transport; information technology and legal 
services (see Farago et al. 1994b). Substantial variation in the value and type of 
services contracted in Western Australia, and between Western Australia and 
New South Wales were revealed by respective surveys. 

The 1995 Commonwealth survey findings revealed an increasing array of 
services contracted by budget sector agencies, totalling $1.853 billion in the 
financial year to June 1995. The Department of Defence’s Commercial Support 
Program (CSP) has led the way, following the recommendations of the Wrigley 
Report (1990) that non-core activities be provided by non-military personnel. The 
CSP programme has seen a range of support services for the armed forces 
transferred to the private sector, including catering, accommodation, base 
support, security, engineering support, vehicle management, distribution and 
storage, aircraft maintenance, and flight training. By the end of 1993, contracts 
valued at $615m had been awarded (Department of Defence 1993). 

Among other Commonwealth agencies, contracted services include the 
provision of legal counsel (Attorney General’s Department); specialist diagnostic 
and rehabilitation services, prescription drug, therapeutic device and toxicity 
testing (Department of Health and Community Services); international departure 
tax collection, maintenance and operation of national broadcasting facilities 
(Department of Transport and Communications); and the operation of a 
computerized data centre (Department of Veterans’ Affairs). 

Table 2 provides a broad overview of current plans to extend CTC. The 1994 
New South Wales survey reported that contracts valued at $60 million are in the 
planning stage, implying CTC opportunities have been identified and expressions 
of interest and/or tenders called. In Western Australia, the McCarrey 
Commission identified $1.2 billion of services, including capital works projects, 
which are available for contracting (Independent Commission to Review Public 
Sector Finances 1993). The South Australian Financial Statement (1994) 
recommended that the Public Works Department tender the remaining 30 per 
cent of its capital and maintenance services. By 1996 it is expected that the newly 
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named SA Water will be completely outsourced to a consortium of water utility 
operators. 

Despite the obvious progress with CTC, the value of contracted services in 
Australia remains a small proportion of recurrent expenditure. For example, for 
New South Wales GTEs, it is only 2.2 per cent. The scope for further extensions of 
contracting is very large indeed. Domberger and Farago (1994) have suggested 
that there is a correlation between the relative productivity performance of the 
various GTEs and the percentage of expenditure spent on contracting. Where 
contracting has been most extensively implemented, management and work- 
place reforms appear to have made the greatest strides. 


IV CTC POLICY IMPLEMENTATION IN NEW ZEALAND 


The Central government of New Zealand has led the most thoroughgoing public 
sector reforms of the English speaking world. ‘Contractual relationships’ now 
pervade the public sector ~ for example, government ministers have performance 
agreements (contracts) with their departmental chief executives and purchase 
agreements with their departments. 

Although the application of CTC has increased substantially since the late 
1980s, the Central government has not played a key role in driving a CTC policy 
per se. Rather, CTC is consistent with its broader public sector reform agenda. As 
Murray Douglas, CEO of Dunedin City Council, states ‘From the early 1980s, 
New Zealand became something of a laboratory for major public sector 
restructuring, along with general overall economic restructuring. In respect to 
the public sector, this involved the Government looking initially at its own 
operation and carrying out a fundamental split between funder and provider’ 
(Douglas 1994, p. 2). Policy departments and service agencies were separated. ‘A 
lesser number of funder groups thus carried out governmental operations by 
purchasing various services’ (ibid, p. 2). Services are sourced from both the 
public and private sectors. Initiatives are largely left to the discretion of 
individual agencies, consistent with devolution of management. 

The Central government has largely avoided making prescriptive require- 
ments but has taken a more active approach at the local level, particularly with 
regard to territorial and local authorities. Following changes to the New Zealand 
Local Government Act in 1989, local authorities were encouraged to corporatize 
their trading activities and consider a range of alternative service deliveries. 
Provision was made for local authorities to form companies for commercial 
activities, known as Local Authority Trading Enterprises (LATEs). Corporatiza- 
tion of LATEs became mandatory for certain ‘national interest activities’ — namely 
airports, seaports, electricity, gas and public transport (see Martin 1991). 
Following the passing of the Transit New Zealand Act in 1989, the Central 
government assigned some planning and regulatory functions to local 
government for road construction and maintenance, passenger transport and 
safety. Funding for regional transport projects became conditional upon such 
local operations being operated as LATEs. In other areas, LATEs are being 
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encouraged to compete with the private sector in tendering for government 
services. 

By 1993, four clearly defined types of providers had emerged for local 
government service delivery. External providers included LATEs and the private 
sector; in-house providers included business units and council departments 
operating within the council’s organization. Their staff are employed by the 
council. However, unlike council departments, business units operate in a 
competitive environment and may also undertake work under contract to 
outside organizations (see Department of Internal Affairs 1993). 

Despite a lack of precise quantitative surveys of the kind available in 
Australia, New Zealand has extended the application of CTC to services that were 
previously considered the exclusive domain of the public sector. Whereas 
activities such as cleaning of buildings and streets, refuse collection, facilities 
management and catering have been contracted out for some time, recent 
additions to the list include planning and policy advice, economic regulations, 
emergency and essential services. Contracting out is now being considered or 
piloted for services such as fire-fighting, education, prison management, debt 
and tax collection, quarantine and agricultural inspection services. 

The trend towards contracting was given a considerable boost by the 1989 
Public Finance Act which introduced an appropriation system based on 
designated ‘outputs’. Under this system, the services and goods provided by 
government departments are specified, priced and assessed for quality, much in 
the same way as purchasers would assess traded or marketed goods and 
services. This process has led to an implicit ‘market testing’ of a variety of 
government activities and, as a consequence, has hastened the purchase of 
services such as consultancy and policy advice from the private sector (see 
Chapman 1994). 

Unlike Australia, New Zealand has undertaken the contracting out of a range 
of voluntary social welfare services. In line with a process of devolution, there 
has been a tendency for the Department of Social Welfare to increase the areas 
subjected to market testing, including the provision of services for the 
intellectually handicapped, women’s refuges, and sexual abuse and rape crisis 
support (see Martin 1991). Victoria is the only State in Australia currently 
considering the use of CTC for welfare services. 


V OVERALL ASSESSMENT OF CONTRACTING OUTCOMES 


Table 3 shows that, where information is available, significant savings have been 
reported as a result of the introduction of crc. The 1993 New South Wales 
surveys reported average savings for the budget sector of 20 per cent and, for the 
GTEs, 21 per cent. These percentages translate to annual savings of nearly $140m. 
Again, in 1994, the New South Wales and Western Australian surveys both 
reported average savings of 20 per cent, translating into savings of $270 million 
and $90 million respectively. Savings on individual contracts in the Department 
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of Defence’s CSP programme ranged from 6 per cent to more than 60 per cent, 
with an average of 31 per cent (Department of Defence 1994)*. To date, 43 
contracts have been let. Of these, 25 (58 per cent) were won in-house with an 
estimated $72.4m in annual savings. 

In Victoria, the Melbourne Water Corporation has achieved annual savings of 
approximately $35m by contracting its support, design, water and sewerage 
maintenance, mechanical workshops and information technology services. The 
Victorian electricity industry has achieved savings of $126m with contracts for 
plant and equipment, workshops, mine maintenance, communications and 
protective services (see Stockdale 1994). In its submission to the Industry 
Commission, the Victorian government reported system-wide estimated savings 
of 37.7 per cent following the introduction of CTC. 

Table 3 also provides information on services where the threat of CTC has had a 
positive impact on the performance of in-house operations. Since 1989, for 
example, the New South Wales Health Department has achieved annual savings 
valued at $80m with a programme of market testing for hospital hotel services 
(NSW Health Department 1993). Only 10 per cent of these ($8m) savings resulted 
from CTC. The remainder were achieved through internal productivity 
improvements with the active cooperation of the unions. In Western Australia, 
significant productivity improvements enabled the Department of Education to 
defer its decision to tender for school cleaning contracts. 

While efficiency gains are central, the outcome of CTC policies in terms of 
effectiveness and quality of service are just as important. The New South Wales 
survey results indicated that the guidelines and initiatives designed to protect 
standards have been effective. They reported that the main motivation for 
contracting was effectiveness of service. Savings were clearly also important, but 
not the overriding consideration. Other motivations included a lack of in-house 
expertise and resources. More importantly, over 85 per cent of contracts were 
reported as being ‘very successful’ or ‘successful’ in achieving efficiency and 
effectiveness outcomes in 1993 and 1994. An insignificant number of contracts 
were terminated as a result of unsatisfactory service. 

An assessment of the outcomes of CTC would not be complete without an 
analysis of broader policy implications. CTC does permit the government to 
incorporate other objectives beside efficiency and effectiveness. Requirements to 
employ existing staff, follow equal employment and affirmative action principles 
and promote local industry are routinely included in specifications. 

As yet, the employment implications of CTC are not clear, and despite its 
importance, industrial relations issues are not well researched. There are few 
empirical studies which consider the long-term employment effects of CTC, or the 
implications of transferring employment from the public to the private sector. A 
recent report by the Bureau of Industry Economics (BIE 1994) documented the 
rapid rise in small business employment in Australia in recent years. This is in 
contrast to modest employment growth in large firms following the labour 
shedding over the course of the recession. The BIE report concluded that this 
reflects longer term structural changes taking place in the economy. The majority 
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of the growth in small business employment took place in the finance, property 
and business services sector and in community services. The study pointed to a 
possible link between the overall growth in small business employment and 
outsourcing by medium-sized businesses and government organizations. 

In general, Australian governments have been concerned to minimize 
displacement of existing employees as a result of CTC. This has been achieved 
by permitting in-house bids and management buy-outs, requiring contractors to 
take on existing staff and allowing staff numbers to fall by natural attrition. 
Where staff are displaced, voluntary redundancy packages are often used as an 
incentive. Mass sacking of workers has not been a feature of the transfer of 
positions from the public to private sector. 

At the Commonwealth level, in-house providers are given the opportunity to 
demonstrate their ability to deliver services at a competitive price. Ample time is 
allowed for in-house bodies to prove themselves before contracting is 
considered. Where public provision can be shown to be competitive, government 
policy reflects a preference for retaining the service in-house. 

In-house bids are also encouraged by the Victorian and Western Australian 
governments. As a result of the Western Australian industrial laws, redundancy 
payments must be made whenever an employee leaves the public sector. 
Successful in-house bids therefore reduce the transaction costs associated with 
cTc. In-house bidding is also seen as a means of retaining jobs and expertise in 
the State. Employment protection is also evident in local government, especially 
in rural areas, where councils have historically been an important source of local 
employment. 

Since a new Labor administration took office in New South Wales in 1995, the 
protection of public sector employment has been given the highest priority. 
Public and private sector bids are sought on the premise that competition, rather 
than ownership, is the driver of efficiency and effectiveness. Hence the newly 
named ‘Service Competition Policy’. Where activities are to be contracted out, 
the State government has stated a preference for contractors which offer 
comparable employment to staff who may be displaced (Nsw Treasury 1995). 

Governments also use CTC as a means of encouraging private sector 
investment in specific industries. The South Australian government, for example, 
is developing a tender for the provision of information technology services for all 
government agencies. Victorian guidelines and South Australian rhetoric give 
particular emphasis to industry and regional development as an objective of CTC 
policy. 

In New Zealand, providers are required to adhere to appropriate employment 
practices. The Department of Social Welfare (1990) states that contracting should 
not be considered a more cost-effective option when based on lower standards of 
pay and working conditions. Martin (1991) has also expressed concern over the 
impact of the rise of LATEs on broader government social responsibilities, such as 
environmental and heritage issues. He noted that state-owned enterprises are 
required, under the State Owned Enterprises Act 1986, to exhibit ‘a sense of social 
responsibility by having regard to the interests of the community in which it 
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operates ... ’ or to ‘subsidise non-commercial activities’. However, no such 
requirements are placed upon LATEs (p. 274). 


VI CONCLUSION 


The introduction of CTC in Australia and New Zealand, as in the United 
Kingdom, has been a major instrument of public sector reform. It involves 
fundamental changes in management style and philosophy, characterized by 
greater use of market forces, competition and formal contractual transactions. 
The question which many have asked is: will these reforms persist? Or 
alternatively, is contracting a fad? 

The emerging evidence suggests it is not. The pace of reform shows no sign of 
slowing. Recent support by the Commonwealth government and the States for a 
national competition policy would indicate that, if anything, the pace will be 
gathering momentum in the foreseeable future (see Hilmer et al. 1993). 

On the issue of implementation, steady progress may be preferred to the short, 
sharp shock approach. New Zealand provides some evidence that too rapid a 
pace of change may not be acceptable to the electorate. Similarly, the former 
Conservative coalition in New South Wales received a severe electoral setback in 
1991 after a rapid period of ‘reform’. 

Nor is the cultural shift which accompanies CTC always welcomed by public 
sector managers. Even incentives that enable government agencies in New South 
Wales to retain the savings from contracting may not be as powerful as might be 

Countervailing cultural and political thinking may, in many instances, 
be blunting these incentives. 

The major advantage of competitive tendering and contracting policy is that it 
allows governments to obtain the best of both worlds. Contractual frameworks 
introduce the discipline of competition while retaining the capacity to control 
and regulate outcomes in terms of both quantity and quality of services. 
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NOTES 


1. These guidelines were based on similar documents produced in the United Kingdom by the 
Central Unit on Purchasing, HM Treasury. 

2. Note that owing to the federal structure of government in Australia, defence expenditure 
constitutes about half of Commonwealth government direct consumption expenditure (MAB- 
MIAC 1993). 
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AN OBITUARY: KIERON WALSH 


The sudden death of Kieron Walsh in May of last year was a severe loss to the 
academic world of public administration to which he had made a distinctive 
contribution — although he himself would have been happier with the phrase 
‘public management’. The value of that contribution had gained national and 
international recognition. The tragedy for the academic world is that Kieron’s 
death occurred at a point at which the potential of that contribution had become 
clear and at which the lines of development had been laid down for a future 
programme of writing and research. 

Kieron Walsh spent most of his academic life at the Institute of Local 
Government Studies where he became a Professor of Public Sector Management 
in 1991 and of which he was about to become Director. He joined it as a Research 
Associate in 1975 working on the major 1975-78 study of the organization and 
management of the new local authorities as a member of the research team led 
by Bob Hinings. 

He went on to lead a series of major research projects including the 1980-83 
project on the impact of falling rolls on the education service and the series of 
research projects on compulsory competitive tendering. At the time of his death 
he was bringing to completion research on the new management and citizenship 
in local government as part of the ESRC Local Governance Research Programme 
and on contracts and competition in the management of the public service sector 
under the ESRC contracts and competition programme. He was about to start 
work with Sue Richards on a project on Market Testing in Central Government 
as part of the ESRC’s ‘Whitehall’ research programme. 

Kieron Walsh’s record shows that he was one of the leading researchers in the 
field of public administration. Indeed it is a research record difficult to match. Yet 
while developing his research Kieron Walsh was playing a full part in the wide 
range of work of the Institute. He was an exceptional teacher, able to meet the 
differing demands of undergraduate, postgraduate and of post-experience 
courses. Through his post-experience work and through consultancy, as well as 
an ever-increasing range of informal contacts, he became widely known and 
respected throughout the world of local government and in recent years in other 
parts of the public sector. He had the rare ability to communicate academic ideas 
to the world of practice, convincing through illustration and example of their 
relevance. 
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Recognition had come to Kieron Walsh of his standing in both the academic 
world and in the world of local government. He was a member of the 
Commission for Local Democracy. He had been a member of the ESRC 
Commission on Management Research and had recently been appointed as a 
member of its Research Resources Board. 

To understand Kieron’s distinctive approach one must appreciate the quality 
and the character of his approach. Kieron Walsh was immensely widely read and 
in a wide range of disciplines. As Nicholas Deakin has shrewdly written in a 
review in the summer 1995 issue of Local Government Studies: ‘Kieron must be one 
of few academics who actually read every item in his own bibliographies’ 
(p. 282). He had taken degrees in Economics and in Sociology but his reading 
was much wider, covering philosophy, psychology, law, management studies, 
political science and general literature. He was able to draw insights for public 
administration from unexpected sources. 

These insights would illuminate new subjects. Kieron would delight in 
confronting a new topic, assimilating relevant literature and bringing to bear 
upon it his skills in analysis and his understanding drawn from his wider 
reading. That was how he developed that interest in and knowledge of com- 
pulsory competitive tendering, on which his most widely recognized research 
was catried out. But there are other examples. He developed an interest in 
marketing, mastered the literature, critically appraised its relevance to the local 
government context and produced Marketing in Local Government (1989). Interest 
in quality led to the important article on Quality and Public Service in this 
journal in 1991 (vol 69, No. 4). At the time of his death he was reading widely in 
the economics and legal literature on regulation as a basis for an academic 
presentation of the ideas contained in Influence or Enforcement: The Nature and 
Management of Inspection and Regulation in Local Government (Walsh and Stewart 
1992). He delighted in getting to grips with a new topic and transforming 
understanding of the subject by the width of his knowledge and the depth of his 
analysis. 

The characteristic of Kieron Walsh that would be emphasized by anyone who 
knew him, was his delight m ideas. A conversation with Kieron turned 
inevitably around thoughts that had occurred to him, or which he would build 
as he talked, taking imaginative leaps. It was a quality which illuminated his 
lectures, turning them into a stimulating experience for students of very different 
backgrounds, although he was always careful to relate the ideas to their 
academic base. Some have seen a contrast with the written work, not finding 
there the same character. Thus Nicholas Deakin in the same review wrote: ‘The 
big issues he would address with such élan shrank on the page ...’, because of his 
use of the academic material to substantiate his argument and the careful 
wording he used to make his points (p. 281). 

Certainly Nicholas Deakin was right to identify two Kierons — the Kieron of 
the spoken word and the Kieron of the written word. As he recognizes, Kieron 
was an academic, or in Deakin’s words an ‘intellectual puritan’ in his writing. He 
stood for academic rigour in which ideas which could flow in discussion had to 
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be carefully tested and backed up in writing. It is the difference between the 
exploration of ideas and the justification of ideas. But while the styles of the two 
Kierons differed, there was particularly in the later writing, and in particular in 
his last major work, the same wealth of ideas to be found, even though 
embedded in and reinforced by text. The diamonds are there but they have to be 
mined. Different forms of discourse encode ideas in different ways. 

Public Services and Market Mechanism, Competition, Contracting and the New 
Public Management (1995) is that major work. Representing the point at which his 
thinking had reached shortly before his death, it can be used to illustrate Kieron’s 
contribution to public administration. Kieron was one of the first academics to 
appreciate the importance of the set of developments that come to be known as 
the new public management. His interest was alerted by his early work with 
Norman Flynn on the provisions for compulsory competitive tendering under 
the Local Government Planning and Land Act 1980 (Flynn and Walsh 1980, 
1982). His research for the Department of the Environment on later application of 
compulsory competitive tendering documents (Walsh 1991; Walsh and Davis 
1993) shows the impact on local government extending beyond the direct effects 
to the role of central services, and management processes generally. Kieron 
Walsh’s research led him to recognize the importance of the changes at a time 
when some of his fellow academics were reluctant to accept that there had been 
significant change in practice as opposed to change in rhetoric. 

Kieron Walsh’s work on developments as a result of the new public 
management can be seen as the establishment of a critique in the best sense of 
that term. He was neither an opponent nor an advocate of those changes. He 
could see benefits of those changes, but also problems because of the inadequacy 
of the analysis on which they were based. His approach can be illustrated by the 
article in this journal on ‘Change in the Management of the Public Services’ 
published in 1992. That in effect made the case for a more sophisticated analysis 
of the developments taking place. Public Services and Market Mechanisms provides 
the starting point for that analysis, which Kieron had intended to pursue further. 

The book contrasts developments in the New Public Management with the 
traditional model of public administration and analyses the academic literature 
buttressing those developments. It set out theories drawn from economics and 
other disciplines that are relevant to understanding the new public management. 
It describes the developments under four main headings: (1) Charging for Public 
Services (2) Contracts and Competition (3) Internal Markets and (4) Agencies and 
Devolved Control. It is in the analysis of these developments and their impact 
that Kieron breaks new ground. 

Kieron looks realistically at developments in public management, and in doing 
so challenges accepted ways of thinking about those developments. He argues 
along with Julian Le Grand that we are not seeing the development in the public 
sector of markets, but of quasi-markets. He showed that in many areas the claim 
that management by hierarchy and bureaucracy had been replaced by 
management by contract and market forces over-simplified. Change had taken 
piace but in some instances it meant that hierarchy and bureaucracy had 
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assumed new forms. ‘There is a tendency for a new form of hierarchy to re-assert 
itself within the market, as intermediate bodies are established to act as links 
between central government and the increasingly large number of local agencies, 
providing services’ (p. 199), quoting both the role of the funding agencies in 
education and the National Health Executive in the health service. He also 
showed that management by contracts carried its own bureaucracy. 

It is this realistic analysis that enabled Kieron to expose the limitations of many 
presentations of developments in the new public management. The development 
of management by contract, involving as it does the separation of purchaser and 
provider is often presented as if suddenly in the 1980s the solution has been 
found to the problems of management in the public service. This depends upon 
the assumption that it is possible to specify in a contract everything that is 
required from a service. It is this assumption that Walsh challenged: ‘Contracts 
are never complete. There are always matters that cannot be precisely stated and 
covered in contract conditions before the contract is let’ (p. 130). While mech- 
anisms can be written into the contract to deal with variations and the ability of 
the client to determine the work of the contractor, this is again introducing 
management by hierarchy, which management by contract was argued to replace. 

Of course there will be situations in which specifications can be written with 
greater certainty and while never complete, at least approach completeness. 
Kieron saw the need to distinguish different services, not accepting the uni- 
versalism of advocates of the New Public Management. He distinguished 
between simple and complex services with all the graduations between them. In 
certain situations the problems associated with dependence on a specification 
made at one moment of time could be accepted. In others it could not be so 
readily accepted, turning the separation of client and contractors into a problem. 
‘The difficulty of control at a distance, through the monitoring of defined 
standards and targets, will be greater for complex services, such as care or health, 
than for simpler services such as refuse collection’ (p. 217). 

The analysis of the limitation of dependence on the terms of the contract led 
Kieron to one of the key contributions of his work. He came to see that the 
operation of contracts, above all in complex or uncertain situations, depended 
upon trust. Indeed Kieron emphasized the necessity of trust in the maintenance 
of all social relations. While this may be emphasized within organizations, 
Kieron stressed that: ‘Trust is as necessary to the development and maintenance 
of contractual relationships in the market as it is to authority-based relationships 
within the organization, though the process by which it is created in each case 
will be different’ (p. 51). 

The recognition of the role played by trust challenges simplistic assumptions 
about the operation of contracts. It showed the need for co-operative contractual 
relations rather than the conflictual models assumed by too many of the new 
disciples of public management. It had also led Kieron to see the importance of 
networks in public management both in intra and inter-agency relationships — a 
theme which was given greater stress in his work on the ESRC project on the new 
management and citizenship in local government. 
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It is not sufficient to stress the necessity of trust as a condition of social 
relations; the next step in which Kieron was interested was an understanding of 
the conditions of trust as an important element in effective public manage- 
ment — but not as the only element. There are times when trust has to be 
balanced by distrust. What Kieron was concerned about was the inadequacy of a 
theory and a practice that took no account of trust. 

He also took seriously the need to engage with the rhetoric as a phenomenon 
in its own right, seeing the importance of language as a precursor and 
legitimator of institutional change. Change in the rhetoric had to be taken 
seriously if one was concerned with the impact of ideas in practice. It was not 
sufficient to dismiss the Citizen’s Charter because it was ‘not really’ about 
citizenship. Rather it was necessary to understand how the rhetoric of citizenship 
used affected practice. 

Kieron was, in effect, developing a critique of the theoretical base of New 
Public Management, from which the elements for a more adequate theory of 
public management could be developed. It was a critique from within, showing 
the inadequacy of theory and practice, not necessarily rejecting that theory and 
practice, but showing that by itself it was not enough and needed to be 
developed by consideration of other elements. That approach is illustrated by 
discussion of trust, but it was much more wide-ranging. 

It was not adequate to regard the public merely as a customer: ‘The need for a 
wider concept of the nature of the public realm is clear in the limitations of the 
notion of the citizen/customer, in which citizenship is a set of separate customer 
identities, patient, parent and so forth’ (p. 254). This led him in a series of 
writings (Walsh and Prior 1993; Prior, Stewart and Walsh 1993) culminating in 
his contribution to the book on Citizenship, Rights and Partnership (Prior, Stewart 
and Walsh 1995). He saw this exploration of citizenship as a necessary step in the 
development of adequate theories of public management. He recognized 
therefore the need to engage both with current philosophic debates between 
classical forms of liberalism and communitarianism and with current 
developments represented by the Citizen’s Charter. His understanding of the 
former did not lead him to dismiss the latter as can so easily be done, but rather 
to use that understanding to inform developments in practice. 

His analysis also led him to see the importance of judgement in the process of 
public management. This was already clear in his work on performance 
measures. Performance could not be predetermined in many situations — it had 
to be judged. He wrote in a joint article with myself and they are his words: 


The principles that we use to measure performance in the public sector are not so 
much applied in the judgements we make of service quality, but are derived from 
them. These judgements are more like a judicial activity than engineering 
measurement being based on criterion that arise from the sccomuaten ota series 
of cases (Stewart and Walsh 1994). 


In the conclusion of Public Services and Market Mechanisms there is an assertion of 
the role of judgement in the public realm: Judgement is difficult, but the public 
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realm deals with the sort of services that can not be managed without discretion 
at the point of implementation or delivery, and choice and the political level, 
both of which demand good judgement’ (p. 256). He recognized that judgement 
involved conflicting values which ’... makes the political level necessary to public 
service management’ (p. 256). 

Public Services and Market Mechanisms ends with the statement that: “The next 
stage of development of the organization of public service needs to create an 
approach that recognizes limits both of markets and bureaucracy, and the 
need for government as well as management’ (p. 257). The implication was 
that adequate management theory in the public realm must be based on an 
understanding of the nature of government. 

It was to the task of developing further management theory for the public 
realm and of pursuing the implications for practice that Kieron was committed. 
That would encompass the themes highlighted in Public Services and Market 
Mechanism — trust, judgement, citizenship, but also other elements in which 
Kieron was interested — the nature of choice. He had planned a book with me on 
these themes. It would have been concerned with theory and with practice and 
the inter-relationship between them, as in so much of Kieron’s work. That is 
shown clearly in his contribution to the Changing Organisation and Management of 
Local Government, in which he wrote the chapter that reviewed the development 
of organization and ensured that later chapters used theory to illuminate 
practice. 

Ethics was another topic in which Kieron had always been interested, drawing 
upon early studies and on which he planned further work. He always saw the 
practice of public management as raising ethical issues as difficult choices had to 
be faced and dilemmas resolved. The need was to go beyond discussion of 
abuses that had led to the Nolan Committee to a discussion of the tensions 
between conflicting values that are inherent in public management. He hoped to 
deepen understanding in guiding practice, not to easy resolution but to a 
realization of the issues involved. Kieron respected both the world of theory and 
the world of practice. He would not downsize theory to make it acceptable to the 
world of practice. That was to patronize and Kieron had too much humanity 
ever to patronize. Rather he passed on to practitioners insight drawn from this 
theoretical understanding and studied practitioner discourse as itself a serious 
contribution to academic development. 

Kieron worked at the meeting point between theory and practice, contributing 
to both. That is a rare ability in the field of public administration in this country. 
His death has lost us a distinctive talent, which had contributed much and could 
have contributed more. 

JOHN STEWART 
Institute of Local Government Studies, 
University of Birmingham. 
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THE POST-BUREAUCRATIC ORGANIZATION: NEW PERSPECTIVES 
ON ORGANIZATIONAL CHANGE 

Charles Heckscher and Anne Donnellon (eds.) 

Sage, 1994. 287 pp. £18.95 


The belief that we are living through a period of ‘disjunctive change’ which fundamentally 
disrupts established organizational forms and practices has begun to solidify into an 
intellectual and ideological orthodoxy that is very difficult, if not impossible, to challenge 
without sounding like an academic dinosaur and/or political deviant. The underlying 
assumption that conventional patterns of organizing and managing are being swept away 
in the global maelstrom of technological rationalization, economic deregulation and 
cultural liberalization establishes — paradoxically enough, given the unrelenting hostility 
to any vestiges of ‘umiversalism’ or ‘foundationalism’ - an ‘Archimedean point’ from 
which current and anticipated developments can be surveyed with Olympian-like 
detachment and certainty concerning both the trajectory and outcome of socio-technical 
change. In short, talk of ‘paradigm shifts’ in social and organizational structures once 
again dominates the intellectual and political agenda to the virtual exclusion of more 
restrained and sceptical voices. In certain respects we have been here before; academic and 
political debate seems to go through cycles of intellectual oscillation in which a discourse 
of radical discontinuity and emancipation or empowerment alternates with a discourse of 
conservative continuity and order. On the other hand, both the scale and intensity of 
contemporary narratives of ‘disorganization’ are indicative of the growing intellectual 
significance and ideological power of an emancipatory, even apocalyptic, vision which 
seems to have insinuated itself so deftly into the groves of academe and corridors of power 
alike. 

The study of organizations has been deeply implicated in this ongoing intellectual and 
political struggle to map the trajectory of long-term socio-technical change and to control 
its structural dynamics and forms. This struggle has crystallized around contemporary 
debates over the putative emergence of the ‘post-bureaucratic organization’ and its 
implications for the co-ordination and control of work. The volume presently under 
review focuses on this strategic theme with an exemplary degree of theoretical restraint, 
empirical realism and political sensitivity so often conspicuous by their absence in what 
Perrow once called the ‘science fiction’ wing of organization theory. Nevertheless, this 
balanced pragmatism sometimes degenerates into a bland instrumentalism which 
weakens the overall impact of its contributors’ arguments on contemporary debates 
about ‘organizational futures’. 

The book opens with a useful introduction to the ‘on the ground’ changes occurring in 
corporate strategies and forms which are taken to be indicative of an, admittedly 

onic, logic of structural transformation undermining ~ and not just corroding ~ the 
ideological and institutional pillars of Weberian-style rational bureaucracy. This is 
eventually followed by a series of individual chapters dealing with various aspects of 
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this practice-generated ‘crisis’ in the Weberian/Taylorist/Fordist organizational regime 
such as reward /performance systems, information technology, corporate location, group 
dynamics, TQM social networks and change management. They are underpinned by an 
earlier, overview-type, chapter in which Heckscher provides an ideal-typical analysis of 
the post-bureaucratic organization through which he attempts to capture the most crucial 
structural and processual characteristics of the ‘interactive organization’ as a transforming, 
rather than incremental, innovation in decision-making and taking systems. He admits 
that the latter must entail a significant change in the distribution and use of power if it is to 
amount to a ‘paradigm shift’ away from the previously dominant bureaucratic form. But 
he is also realistic enough to recognize that the ‘Interactive organization’ must also 
generate binding decisions and maintain enough collective discipline to function as an 
effective social unit. 

The most interesting chapter in the book at least to this reviewer’s eyes, is the Nohria 
and Berkley chapter on the ‘virtual organization’. The latter attempts to contextualize 
debates about the intellectual coherence, political viability and managerial practicality of 
the ‘post-bureaucratic’ organization within a wider discourse about societal transforma- 
tion and organizational change which can be traced back to the 1950s and beyond. In 
reconstructing the various narratives of change that have shaped the agenda for 
organizational research and analysis since the 1950s, Nohria and Berkley reveal the, 
often tortuous, shifts in intellectual rhetorics which are such a vital component of the 
ideological carapace through which the ‘creative destruction’ wrought by capitalist 
accumulation can be legitimated, normalized and protected. Indeed, they suggest that 
contemporary support for a ‘vision of organizational life that is somehow beyond 
organizations’ (p. 110) has as much, if not more, to do with the need of powerful groups’ to 
naturalize increased complexity through ever more sophisticated orchestrations of 
knowledge and information’ (p. 116) as it has to do with structural and technological 
imperatives that necessarily sound the death knell for the Weberian ‘tron cage’ of rational 
bureaucratic control and domination. Any informed evaluation of the long-term prospects 
for moving ‘beyond the iron cage’ must engage with the structural realities and political 
configurations that are likely to prove extremely recalcitrant in the face of anticipated 
social and organizational transformations which threaten their ontological and ideological 
security. 


PRACTICAL PUBLIC MANAGEMENT 


Robert T. Golembiewski 
Marcel Dekker, Inc., 1994. 408 pp. $135.00 (hardback) 


The title is slightly misleading, as this is a book about books and the debate is largely 
internal to the American academic community. British readers hoping for an exploration of 
‘public management as a practical alternative to traditional ‘public administration’ on the 
one hand and modern ‘business management’ approaches to government on the other, 
should perhaps look closer to home. Golembiewski deplores the polarization of ‘tax and 
spend’ versus ‘bash and slash’ (or ‘hallowing’ versus ‘hollowing’) as approaches to 
government, but his exploration of the middle ground is limited in scope although 
scholarly in depth. He argues that both the defenders and attackers of American public 
administration tend to look to bureaucratic solutions, whereas he takes a post-bureaucratic 
stance based on Organization Development and related concepts. 
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The first half of the book is a critical review of the polar extremes. Golembiewski’s 
account of the American ‘whittlers and hollowers’ is wide-ranging and trenchant. The 
empirical basis for generalizations about the greater ‘efficiency’ of business is challenged, 
as are many of the assumptions and conclusions of anti-government theorists and 
rhetoricians. 

The critical focus then shifts to ‘Some Dominant Defenses’ of public services, including 
Goodsell’s case for bureaucracy, the Volcker Commission’s argument for ‘rebuilding’ 
federal administration, advocacy of an ‘agency’ approach, and Kaufman’s organizational 
ecology. In these chapters on the defenders, the level of exposition and analysis 
occasionally falls below that of his treatment of the attackers. The chapter on Kaufman, for 
example, would be incomprehensible to anyone who had not read that author (and less 
than fully comprehensible to many who had). Goodsell, on the other hand, is clearly 
explained and challenged on such themes as citizens’ satisfaction with public services and 
associated concepts of quality. 

An element of repetition creeps into the literature review chapters, since Professor 
Golembiewski has initially set up several tests by which to assess any text on public 
management and these are deployed at the end of each chapter. The tone is magisterial 
and a reference to the possibility that his ‘criteria template’ will be seen as ‘crucifixion on a 
cross of criteria’ seems all too apposite. 

In the second half of the book, Golembiewski states that he will develop his own ideas 
on ‘the valuable middle ground’ between the polarized attackers and defenders. He 
defines that middle ground as having ‘a positive view of the public service as an ideal, 
while it also consciously seeks to extract motivation for change from real concerns about 
existing structures, policies, and relationships’ (pp. 91-2). 

He begins by attacking the bureaucratic tendencies of both defenders and critics of 
American government. As he sets out his post-bureaucratic stall, however, many of the 
goods on display seem familiar. “Value overlays’ can act as a palliative to some of the 
worst features of government, through experiments in team-building, managerial 
openness, trust-creation and ownership of change. ‘Town meetings’ and ‘buzz groups’ 
can contribute to win/win outcomes as well as to empowerment. Agencies may change 
their cultures in positive ways by becoming customer-driven. Structural mnovations have 
their place, as in departmentalization around ‘total flows of work rather than separate 
functions’ (Le., the Divisional Model). Jobs can be enriched and enlarged. Staff ‘burnout’ 
can be reduced by well-yudged interventions. And so on, at considerable length. 
Golembiewski draws upon a wealth of research and his examples are often interesting, 
even if the lessons to be drawn begin to be predictable. 

The general thrust in the latter half of the book is towards replacing ‘degenerative’ with 
‘regenerative’ models of interaction, or bureaucratic with post-bureaucratic forms. What is 
less obvious is how this OD type of approach constitutes a claim to ‘the middle ground’ 
between the polar extremes of those who would defend traditional public administration 
and those who would disembowel it. In effect, the focus seems to shift from one half of the 
book to the next and a long but rather shapeless concluding chapter failed (for this reader 
at least) to reintegrate the themes of avoiding polarization and achieving more 
‘regenerative’ forms of administration. 

The post-bureaucratic model is, as he notes in introducing it, ‘only one exemplar’ of a 
third approach but it is for him ‘the major contender available’. Other contenders — such as 
different mixes of public and private provision reflecting different contingencies or 
situational variables - have their claims to consideration as part of a less exclusive 
approach to the middle ground of public management. 


Lewis Gunn 
Untversity of Strathclyde 
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TRANSFORMING SOCIAL SECURITY BENEFITS 
ADMINISTRATION FOR THE TWENTY-FIRST 
CENTURY: TOWARDS ONE-STOP SERVICES 
AND THE CLIENT GROUP PRINCIPLE? 


CHRISTINE BELLAMY 


The creation of the new Social Security Benefits Agency in 1991 coincided with the final 
installation in local offices of the first Operational Strategy computer systems, which 
automated large parts of social security benefits administration. Since then the agency 
has refocused its strategic thinking towards a ten-year development programme which 
is centred around plans for ‘one-stop’ benefits delivery. The article shows why this 
programme is dependent on ‘mformatization’ ~the generation from, and application to, 
social security administration of new kinds of information, made possible by 
information and communications technologies (ICTs). It assesses the feasibility and 
implications of informatizing benefits administration and the likely effects of continuing 
pressures to reduce administrative costs. It argues that, whilst the agency will become 
more customer focused, the practical outcomes are likely to be two-edged for claimants. 
At a policy level, informatization will reinforce political pressures to rationalize and 

the benefits system, especially if information-management problems are 
controlled by a shift to the client group principle. 


INTRODUCTION 


In 1977, the Department of Health and Social Security set up a high level Social 
Security Operational Strategy Working Group (SSOSWG). The establishment of 
this group reflected deep and growing fears at the top of DHSS that the social 
security benefits system was rapidly becoming impossible to administer. The 
upshot was the Operational Strategy, a long-term programme of administrative 
reform which was set out in two documents published in the early 1980s; a 
Consultation Paper in 1980 and a Green Paper in early 1982 (DHSS 1980; 1982). 

These two papers endorsed the conviction of many top officials that benefits 
administration was in real danger of collapsing, but they also began to develop a 
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vision of the future which anticipates many contemporary ideas for improving 
service to the public. By the time the Consultation Paper was published in 1980, 
it was clear that SSOSWG had developed a strategy which would depend on 
massive investment in new technology. Indeed, mainly because DHSS was a long 
way back in exploiting IT, ‘computerization’ dominated the implementation of 
the Strategy until the early 1990s. It is this aspect which has also preoccupied 
academics (for example, Dyerson and Roper 1990a, 1990b; Margetts 1991; 
Collingridge and Margetts 1994). Many of the computer systems are now in 
place, and strategic thinking within Benefits Agency has been refocused on the 
problems and opportunities they present for the future. However, much has 
moved on since 1982, not least the range of available technologies. Moreover, 
thinking about operational issues is now framed by major political questions 
about the future of social security. 

The purpose of this article, therefore, is to examine the implications and 
feasibility of long-term administrative reform in the light of the legacy 
bequeathed by the computerization of social security. It argues that many of 
the ideas which have emerged within Dss, particularly within Benefits Agency’s 
Development Directorate, amount to the ‘informatization’ of benefits adminis- 
tration (Frissen 1992; Bellamy and Taylor 1994) in contrast to the ‘automation’ 
perspective which has hitherto been applied to the Operational Strategy. 
‘Automation’ refers to the assumption that the major purpose of investment in 
technology is to substitute capital equipment for human labour, primarily to reap 
efficiency gains. It is associated with a focus on the development and 
management of discrete technology projects, and it is not perceived to imply 
fundamental changes in the way the organization conducts its business. In 
contrast, ‘informatization’ refers to an emphasis on creating and exploiting new 
information capabilities, particularly those which are liberated by networking 
computer systems by means of communications technologies (Zuboff 1988; 
Taylor 1992). Thus, new information flows in and around networked systems, 
permit innovative ways of using information which can facilitate, and may even 
encourage, changes in business processes, in organizational configurations, in 
service delivery and in relationships with customers. In turn, these changes may 
ultimately amount to a significant transformation of the organization (Scott 
Morton 1991). In the case of social security, pressure for long-term, radical 
organizational change is being stimulated by complex interactions between the 
possibilities liberated by new information and communications technologies 
(ICTs) with two other important forces. These forces are the ‘push’ of efficiency 
maximization and the ‘pull’ of new pressures to deliver high quality public 
services. 

‘Efficiency push’ derives from the enormous upfront investment costs 
associated with the introduction and continual refreshment of large-scale ICTs. 
These costs make the achievement of stasis in the exploitation of technology 
difficult to achieve, because they generate a continual search for increasing 
returns. In organizations like DSS which have become strategically dependent on 
ICTs, this search can ultimately be maintained only by changing radically the 
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ways in which information is exploited, and this process has profound 
organizational and policy implications. Thus, strategic thinking about exploiting 
ICTs has taken on new life in Benefits Agency, because the view has gained 
ground that there are substantial efficiency savings still to be won by ‘re- 
engineering’ the ‘business’ of social security by revisiting and developing 
information agendas first raised by the Operational Strategy. In turn, this 
efficiency-based agenda for reform is being reinforced by contemporary ideas for 
enhancing service delivery. It is this second factor which is strengthening the case 
for integrating customer information throughout DSS, and for networking 
information holdings with new kinds of media for communicating with 
claimants. 


COMPLEXITY AND DIVERSITY: THE ADMINISTRATIVE PROBLEMS 
OF SOCIAL SECURITY 


The administrative problems of benefits administration stem from the costs, size 
and configuration of the department’s organizational structure which reflects the 
complexity of UK social security benefits. DSS processes benefits in two types of 
office. Central offices were established in the 1970s at Newcastle, Washington 
and North Fylde to process relatively stable benefits (such as pensions and Child 
Benefit) on mainframe computers. Secondly, local offices provide front office 
services for claimants, as well as back office processing of short-term benefits, for 
example Income Support, Social Fund and incapacity benefits. Local offices 
remained largely unmechanized until the implementation of the Operational 
Strategy systems, and DSS has relied heavily on non-automatic payment 
methods — such as girocheques and order books — to transfer cash to claimants 
(DSS and HM Treasury 1994, p. 86). The range of outlets, the methods of payment, 
the reliance on clerical processing in local offices, and the continued use of postal 
communication between local offices, central computers and claimants have 
meant that a significant proportion of administrative costs have arisen from the 
storage, handling and distribution of vast amounts of paper. For the same 
reasons, opportunities for files to be lost, delays to occur, errors to be made and 
fraud to be perpetrated have been rife. 

These problems have been compounded by the vertical segmentation of 
benefits administration. Claims processing has historically been organized on a 
benefit-by-benefit basis, and separate sets of claimants’ records have been kept 
for different types of benefits. Additional sets of files are held in Department of 
Employment offices, and more files still were created in local authorities’ offices 
after the transfer of housing benefit in the early 1980s. This segmentation has 
generated high internal adminstrative costs, and it has made the social security 
system opaque to both claimants and staff. In addition, it means that there has 
been little incentive for administrative codes to be kept in harmony. Thus the 
system is still riddled with many different forms, collecting information specified 
in many different ways, in order to assess claims against different sets of rules, so 
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that benefits can be paid by several different payment methods, on different 
paydays, and at different intervals. 


THE WHOLE PERSON CONCEPT 


When it was first conceived in the late 1970s, the top of DHSS looked to the 
Operational Strategy as the best hope of managing — and ultimately reducing — 
the complexity which threatened to swamp the social security system (Otton 
1982). Central to this hope was the ‘whole-person concept’ — ‘treating people in a 
comprehensive manner, rather than on a fragmented, benefit-by-benefit basis’ 
(DHSS 1980, p. 1). In the 1980 Consultation Paper, the whole person concept was 
described in this way: 
The ideal would be that one claim would lead to the combined payment of all 
the benefits to which that person was entitled; that advice about all benefits 
would be available at a single point; and that information about changes of 
circumstances reported to one specific point would be applied without further 
action by the beneficiary to all processing points (DHSS 1980, p. 7). 


What became clear very quickly, however, was that the whole-person concept 
implies not only a radical organizational shake-up and massive investment in 
ICTs, but also the development of a thorough-going information strategy for the 
social security system. That is, it implies a sustained process of informatization 
which would depend on the integration of informational reform with 
organizational and technological change. 

The front office arrangement most obviously implied by the whole-person 
concept is the one-stop service point. One-stop public service has become a 
fashionable aspiration in the 1990s, but it was clearly signalled by DHSS in the 
original Strategy papers. The 1980 Consultation Paper envisaged a single 
gateway, giving ‘local access to the whole system’. This arrangement would 
obviate the need for claimants to deal with different parts of the bureaucracy and 
would permit officials to achieve a comprehensive understanding of their social 
security status (DHSS 1980, p. 7). Thus, benefits administration would be 
reoriented from being organized around units of production — social security 
benefits — to being focused on units of consumption, the claimants. 

As contemporary proponents of one-stop services are finding out, they make 
huge demands on complex organizations (Humbert et al. 1992). Firstly, one-stop 
service implies that front line staff can be provided with rapid access to the 
customer’s records, wherever those records are held in the bureaucracy. In 
information management terms, therefore, it implies on-line access from front 
offices to customer accounts. Furthermore, one-stop services demand the 
capability at the front office desk to assimilate and apply the full range of the 
organization’s regulations to the customer’s business. Given the complexity and 
diversity of its regulations, DSS has made the assumption that developing this 
capability means supporting front line staff with knowledge-based, or ‘expert’, 
computer systems (Gilbert 1988; Bench-Capon 1991). In other words, in a 
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particularly complex organization like DSS, implementing the whole-person 
concept through one-stop services implies major investment in information 
technology. 


THE INFORMATION AGENDA IMPLIED BY THE WHOLE-PERSON 
CONCEPT 


The problems of developing information systems to support the whole person 
concept would be reduced if information holdings were rationalized. As defined 
above, the whole person concept requires that customer information is 
distributed and shared between records held in different offices and different 
computers. The obvious information systems solution is to establish (in the 
logical if not in the physical sense, at least) a unified database of customer 
records, with electronic access from all Dss offices. This solution points up the 
difficulty, however, that not only does benefits administration involve a very 
large number of records but also that the same data — for example, names, dates 
of birth, addresses, dates of marriage — are replicated several times over. But 
because they are collected at different times, on different forms and for different 
purposes, data are held in incompatible ways. Therefore, the Green Paper of 1982 
stated categorically that ‘the present data structure is...not a suitable platform 
for development...there is little choice but to restructure and rationalize the 
data’ (DHSS 1982, p. 7). 

The Green paper pursued the logic of this argument, by discussing whether 
the benefits system could also be rationalized. Indeed, it argued that the variety 
and complexity of benefits codes were not only the main cause of rising 
administrative costs but constituted a major barrier to the success of the 
Operational Strategy. Furthermore, it believed they were operationally 
unnecessary. Internal analysis indicated that the functions involved in processing 
claims — for example, collating evidence, determining entitlement and imple- 
menting payment ~ were common to most benefits, and the Green Paper 
therefore recommended that computerization should proceed through the 
design of functional modules. ‘The primary division should be by function 
rather than by benefit’ (DHSS 1982, p. 13). It suggested that a start should be made 
by preparing a common benefit payments module, which would permit a single, 
consolidated payment to be made for most, if not all, a claimant’s social security 
entitlements. 

In retrospect, the notion that the Strategy would reduce informational 
complexity was both naive and over ambitious. Firstly, it would have required 
a thorough-going review of legislation and administrative codes in order to 
rationalize rules about such matters as qualification, personal capital, disregards, 
data collection, data verification and payment dates. This sounds easy but, given 
the vast elaboration of codes, it would have been an immense and time- 
consuming task. Secondly, much of the complexity and diversity in social 
security regulations is not the result simply of careless drafting but is a response 
to special needs which are pressed when legislation is being passed. Hence, the 
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implementation of an information strategy implies not only the political will and 
capacity to remove existing anomalies but also the political acceptance of the 
discipline imposed by an overarching information framework. 


THE TECHNOLOGY AGENDA IN THE OPERATIONAL STRATEGY 


By the time the Green Paper was published in 1982 (DHSS 1982), it was already 
clear that an agenda was being constructed that would depend on computerized 
access to, and processing of, customer records in local offices. However, there 
was considerable doubt, not least amongst DHSS’s own computing staff, about 
making the technological leap entailed by on-line local office computing (Fallon 
1993). DHSS’s computing staff had spent the 1970s extending central office 
mainframe computing to automate processing of national insurance contributions 
records, as well as coping with the introduction of SERPS (State Earnings Related 
Pension Scheme) and Child Benefit. In consequence, they had missed out on a 
decade of technological change which, in high street financial services, for 
example, was distributing computing power — including new PC technology — to 
local offices. In 1977, DHSS began development work on CAMELOT -— the 
Computerization and Mechanization of Local Office Tasks ~ but CAMELOT was 
aborted in 1982 (House of Commons 1984a; Fallon 1993). In the end, DHSS 
plumped for new central mainframe systems for processing local office benefits, 
with on-line dumb terminals in local offices (DHSS 1982; Fallon 1993). In effect, 
this solution converted local office staff into computer processing clerks, rather 
than equipping them with intelligent, local technological support for a customer 
supporting role. However, it underlined Dss’s mainframe orientation, reflecting 
the technical strengths of what became its IT Division (later its IT Services Agency, 
ITSA). 


THE IMPLEMENTATION OF THE OPERATIONAL STRATEGY; 
THE REVERSION TO AUTOMATION 


Given DHSS’s troubled computing history, its technological achievements in the 
1980s should not be underestimated. By the summer of 1991, computer terminals 
were on desks in every local office, with on-line connection to the power of over 
sixty mainframe computers. The programme involved 14 largescale technology 
projects, including the computerization of several complex, high-volume 
benefits, the construction of a computerized Departmental Central Index, the 
design and installation of four new mainframe computing centres, the creation of 
telecommunications links between local offices and mainframe centres, and, 
perhaps most daunting of all, the introduction of on-line computing into local 
offices which had very little prior experience of Ir (National Audit Office 1989; 
Dyerson and Roper 1990a). The outcome was that by mid-1991 computer 
systems for processing Family Credit, Income Support and Retirement Pensions 
were available throughout Dss. Although their functions were initially restricted, 
the systems have been steadily upgraded and have proved robust. Several more 
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benefits have since been computerized to Strategy standards, including a new 
system for administering Department of Employment benefits (ITSA 1994a). 

Nevertheless, the Strategy failed to shift the department decisively towards the 
whole-person concept. Computerization proceeded on a benefit-by-benefit basis, 
rather than by means of the common functional modules, as the Green Paper had 
proposed. Computer systems for the different benefits were developed by 
separate teams, using discrete sets of customer accounts. Local office staff were 
therefore faced with computer systems which varied markedly from benefit to 
benefit. DSS’s information holdings were never rationalized, and the proposed 
unified database approach was never deployed. No package for consolidating 
payments across benefits was developed, and the use of automatic credit transfer 
foundered on powerful political resistance to the withdrawal of DHSS business 
from sub post offices. Computerization did little, therefore, to simplify the 
administration of social security and by 1991 it seemed that the whole-person 
concept was dead (Bellamy and Henderson 1992). 

In short, between 1983 and 1991 the organizational and informational issues 
identified in the Strategy documents of 1980-2 were marginalized and the 
Operational Strategy became a large, multi-project automation programme. This 
narrowing of focus can be explained partly by the political difficulties presented 
by the Strategy’s information agenda, and partly by the pressures generated by 
the more urgent technological agenda. Computerization proceeded in a 
department which had little successful experience of distributed IT and which, 
moreover, had suffered the ignominious failure of CAMELOT. Management had to 
contend with the scepticism of the department’s own computing staff, as well as 
the hostility of local office management and trades unions (Fallon 1993). For 
these reasons the Strategy was difficult to steer, and its champions felt exposed. 
Hence the timely implementation of the technology became an end in itself. 
These problems were compounded by the attitude of the House of Commons 
Public Accounts Committee, and by Treasury rules, which together have 
institutionalized an ‘automation’ perspective on new technology in government. 
Thus, although DHSS top management argued that the main purpose of the 
Strategy was to establish more flexible, robust and higher quality benefits 
administration (House of Commons 1984b, p. 8), the PAC and the Treasury were 
almost exclusively preoccupied with its cost-savings ratio (Public Accounts 
Committee, House of Commons 1984; House of Commons 1989). Thus the 
pressure to cut staffing complements dominated its implementation. 

Seen simply as an automation programme, the Operational Strategy was 
probably not unsuccessful. Dss claims that the development costs from 1982 to 
1990 were £570m, and that efficiency savings of some £150m net a year will 
eventually be realized (House of Commons 1991, p. 6) (1988-9 prices). By the end 
of 1991-2, annual savings of 13,000 staff years were officially attributed to the 
Operational Strategy (DSS and HM Treasury 1992, p. 28). Although a great deal of 
academic scepticism has been expressed about these figures (for example, 
Margetts 1991, repeated in Griffiths and Willcocks 1994; Collingridge and 
Margetts 1994), the fact is that changing methods for classifying IT expenditure 
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within DSS, the impossibility of distinguishing spending on Strategy systems 
from other departmental IT, and fluctuating caseloads, make it impossible to 
confirm or refute them from independent sources. What is clear, however, is that 
the final costs were far ahead of those which DHSS had originally anticipated, 
although many of the problems stemmed from changes to the specifications of 
the systems following the 1985 Fowler Review of social security. Nevertheless, 
the experience of the Operational Strategy has reinforced scepticism about large- 
scale IS projects in government. Even more important, the Strategy systems have 
also left a costly legacy for the future development of benefits administration. 


THE REASSERTION OF INFORMATIZATION 


Although the informational and organizational agendas implied by the original 
Operational Strategy were sidelined, they did not entirely disappear. There were 
two sources of a wider vision. Firstly, in the mid-late 1980s, local office managers 
and administrative civil servants were drafted into the technical teams to prepare 
user products — for example, training manuals and administrative procedures — 
and began to grasp some of the implications of computerization for front-lme 
benefits administration. Secondly, officials in DHSS HQ who were working on 
management initiatives such as efficiency scrutinies and ‘Next Steps’, perceived 
that computerization offered important opportunities to deal with many of the 
chronic problems besetting social security. It was in these ways, particularly, that 
fundamental questions began to be asked about the organization of local offices 
and the delivery of benefits. 

In the mid-late 1980s, these questions were focused on the local office network 
and local office working practices. It was realized that ‘working over wires’ 
made possible the concept of the ‘logical office’ (Dss 1990). Customer files need 
no longer be kept where claims were processed, and this simple fact liberated 
interesting new possibilities for street level outlets. For example, in 1985-6, a 
report of the Local Office Callers and Structure Working Party advocated the 
establishment of small, informally organized, high street offices which would 
provide advice and chase claims. In 1988, these ideas were developed in the 
Moodie Report, a major efficiency scrutiny of the regional organization of DSS, 
which argued for a fundamental reappraisal of Dss’s field administration in the 
light of computerization (DSS 1988). For example, the report suggested that new 
high street caller offices could best be supported, and economies of scale could 
also be reaped, by concentrating local back office processing in remote computer 
centres. This kind of thinking was an important factor in the commissioning in 
1991 of the Mayhew Report, an unpublished internal study of Dss’s field 
administration. It seems that, on straight efficiency grounds, Mayhew found the 
case for a fundamental reconfiguration of DSS’s organization unproven. 
However, the significance of the report lay in its exposure of the very large 
administrative costs that were inherent in the design of the Strategy systems. 

The Moodie Report endorsed recommendations generated by job design 
studies which had been carried out in preparation for computerization. These 
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studies advocated ‘integrated’ or cross-benefit working in local offices in place of 
traditional practices whereby separate teams of staff processed different types of 
benefit (DHSS 1987; Dss 1988). Not only would ‘integrated working’ shift offices 
towards the whole person concept, but it would permit management to use staff 
more flexibly and economically. However, both the Job Design Team and the 
Moodie Report believed that the diversity and complexity of benefits regulations 
would prevent integrated working. Moreover, Mayhew concluded that the 
difficulties would be compounded by the diversity and lack of technical 
connectivity between the new computer systems. Hence, a large volume of paper 
would still flow around and between offices, so administrative costs would 
remain unacceptably high. Mayhew confirmed that the barriers to integrating 
the new systems were not only technical, but that they also stemmed from the 
complexity of information specifications and the replications of data. In effect, 
therefore, Mayhew forced the agenda back to information management issues 
which had been identified by ssOswG in the late 1970s. 


DEVELOPING A NEW INFORMATION STRATEGY IN THE BENEFITS 
AGENCY 


The first tranche of local office Strategy computer systems was completed in July 
1991, four months after the creation of the new Benefits Agency which is by far 
the largest of DSS’s six Next Steps agencies (table 1). Like most of DSS’s 
information systems, the Strategy systems were designed and developed for 
what was a unitary department, and most agencies have a continuing stake in 
the systems. For example, several Strategy systems are used by the War Pensions 
and Child Support Agencies, and access to the computerized Departmental 
Central Index is required throughout DSS. The internal management and 


TABLE 1 The Department of Social Security and its agenctes—October 1994 


Business Unit Date of formation % of administration costs % of staff 
Headquarters 1.8 
DSS 20.4 

Resettlement Agency 1989 0.7 0.1 
Information Technology 1990 1.9 4.0 
Services Agency 

Benefits Agency 1991 61.3 74.2 
Contributions Agency 1991 5.7 11.2 
Child Support Agency 1993 4.4 48 

War Pensions Agency 1994 1.0 1.7 


Source. DSS and HM Treasury 1995. 1.7% of DSS administration costs are incurred by independent 
statutory bodies, for example the Independent Tribunals Service and the Occupational Pensions 
Board. There are separate social security agencies for Northern Ireland. 

Note that in January 1994, ITSA announced its intentions to outsource the bulk of its service 
delivery functions. Hence, a significant proportion of its staff will be transferred to the private 
sector during 1995-6. Most of the financial cost of IT within DSS now falls under the rmning costs 
of user agencies, not on ITSA’s budget. 
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organizational politics of information systems in DSS have formed the subject of 
separate analysis (Bellamy 1995). What is important here is to note that the 
Strategy systems are ‘owned’ by Benefits Agency, not, as might be expected, by 
DSS headquarters, and are developed and operated by ITSA under service level 
agreements. The integration of IS into business development has been reinforced 
by the fact that Dss has ceased to have a discrete budgetary sub-head for Ir under 
the management of ITSA. Instead, since April 1993, the costs of IS are apportioned 
to the agency which owns them. It is for Benefits Agency, therefore, to propose 
how benefits administration should best be supported by an IS strategy, 
although, of course, it must negotiate with ITSA about technical systems. The 
interests of smaller agencies are protected by means of representation on the 
departmental committee which sanctions new IS projects. It is in this committee, 
therefore, that Benefits Agency’s IS projects must compete with the calls of other 
agencies on capital expenditure. 

The new Benefits Agency set up a branch to take responsibility for the 
development of benefits administration, and in the autumn of 1991, Business 
Development Branch was requested to prepare a five year IT strategy. One 
consequence was a study of the feasibility of ‘convergence’ between 
dataholdings and specifications throughout Dss which would eventually permit 
the construction of a unified database of claimants’ records. The assumption was 
that substantial efficiency savings stood to be gained, but there was considerable 
doubt whether the implications of information convergence would be acceptable 
at the top of the department. It was feared that the recasting of legislation and 
administrative codes would be too demanding of resources and that the financial 
costs of reconfiguring telecommunications would prove prohibitive. Above all, it 
would also be politically sensitive. 

In the event the Convergence Report fell on more fertile ground than had been 
anticipated, and during 1992 the information issues rose rapidly up the agency’s 
agenda. There were two main reasons. Firstly, work on information systems was 
now framed in Benefits Agency by a multi-stranded ‘change programme’ in 
which top management was intimately involved. This programme involved a 
fundamental review of all aspects of the agency’s business, including customer 
service and local office organization. In July 1992 it resulted in a discussion paper 
which proposed that the agency’s goal should be the development of a one-stop 
service, organized around the provision of ‘a single contact point which 
customers can, if they wish, use as a comprehensive gateway to the full range of 
Benefits Agency services’ (Benefits Agency 1992, p. 5). Following a generally 
favourable response from public and staff, the agency formally adopted the One- 
Stop programme in March 1993 (Benefits Agency 1993b). The slogan was ‘one 
place, one person, one time’, and it was assumed that this aim would be realized 
by the turn of the century. New customer service definitions for the first ‘one 
place’ phase were publicly launched by the secretary of state in September 1993 
(Benefits Agency 1993c) and were adopted as milestone targets in the Agency’s 
1994-5 Business Plan. By July 1994, a ‘seamless corporate face’ was to be 
presented to customers. By going to a single office, claimants would be able to 
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obtain advice and information, hand in an application form, notify a change of 
circumstance or check the progress of any claim, for benefits adminstered by any 
DSS agency. The onus for transferrring forms and information to the appropriate 
part of DSS would lie with the local office and no longer with the claimant. The 
implications of this commitment was that ‘one place’ could not but increase the 
agency's own internal costs. Hence, increasing the convergence of technical 
systems and data specifications became a high priority, the importance of which 
was confirmed by the Mayhew Report. 

The second reason for the growing interest in information issues was the 
renewed focus on the cost of social security and its increasing salience at 
ministerial level. In the debate on the Queen’s Speech in June 1992, the new 
Secretary of State for Social Security, Peter Lilley, announced six strategic 
priorities (HC Debates 1991-2 207, pp. 261-4; reprinted in DSS and HM Treasury 
1994, p. 2). Social security was to be simplified and become more customer 
oriented, and was to target groups with the greatest need. In particular, 
administrative systems would ‘adapt to the differing needs of customers, rather 
than forcing customers to adapt to complex systems’. What officials in Benefits 
Agency were able to do was to connect Lilley’s call for more streamlined, 
targeted social security, with the vision emerging from the Business Develop- 
ment Branch of a more rational, less complex, administrative system. In so doing 
they returned, in effect, to the agenda identified in 1980-2 in the original 
Operational Strategy documents. Thus, in December 1992, an Information 
Systems Strategy was submitted to BAMT (Benefits Agency Management Team) 
by Business Development Branch. The Strategy spelt out the IS requirements of a 
one-stop programme. In so doing, however, it also exposed the policy 
implications of informatizing benefits administration. 

The proposal was for a ten-year development programme, also in three stages. 
In the very short term, the aim would be to achieve ‘convergence in the eye of the 
user’ in order to support the first ‘one-place’ stage of the One-Stop programme. 
Although the different Strategy systems would still be in use, technical 
modifications would minimize the differences apparent to local office staff and 
would provide automatic connections between the most commonly used 
systems. These changes would give local office managements more flexibility 
in deploying staff, reduce paper flows, and encourage integrated working. 

In the second phase, roughly five years on, the Strategy envisaged the 
establishment of a unified database that would enable customer records to be 
logically integrated. In other words, it is at this point that the ‘whole customer’ 
would begin to exist in the informational sense. This is the stage, therefore, when 
a comprehensive one-stop service could be put into place, and when generic 
modules could be developed for common administrative functions. Likewise, the 
report envisaged that customer data (for example dates of marriage) might be 
lodged with the social security system on a ‘life event’ basis rather than at the 
point of every claim. Indeed, it suggested that customers themselves would 
input information and inquiries directly into computer systems by means of 
user-friendly media. Similarly, customers might access systems remotely, using 
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information points in (say) shopping malls or hospitals. It is at this second stage, 
therefore, that the agency would begin to realize significant reductions in 
internal administrative costs, and that radical changes in service delivery 
methods would become apparent to claimants. 

By the third phase, around the year 2000, the Strategy would amount to a 
fundamental ‘re-engineering’ of the benefits system. The logic of what was 
proposed is to shift local offices from staff-intensive claims processing to 
exception handling and advice giving. Thus the emphasis would be on self- 
assessment by customers, automatic data capture and automatic claims 
processing, which would release staff from routine benefits processing to 
develop a customer support role. Most radical of all, the Strategy envisaged the 
possibility of replacing significant numbers of existing benefits by a ‘generic’ or 
integrated benefit which might eventually encompass most of an individual’s 
social security entitlements. If this proved possible, the whole-person approach 
to benefits delivery would be mirrored by a whole-person approach to the 
construction of a claimant’s benefit. 


TOWARDS THE MILLENNIUM: SOCIAL SECURITY BENEFITS IN 
THE TWENTY-FIRST CENTURY 


The vision developed in Benefits Agency would informatize and ultimately 
transform the benefits system. It points to a streamlined system of benefits, 
delivered to ‘whole persons’ through one-stop outlets, supported by integrated 
customer information which would be managed and communicated through a 
range of networked electronic media. The final part of this article will consider 
the feasibility and implications of this vision. 

One of the most important factors which will determine the extent to which it 
will be realized is the way technological investment is managed in Whitehall. 
Each project in Business Development Branch’s IS strategy must be separately 
sanctioned, and Treasury rules require it to be justified financially as a self- 
standing project as well for its contribution to the longer term programme. 
Although IS are now more explicitly linked to core organizational values and 
objectives, it can be seen that development is still tied to an automation 
perspective. Moreover, Benefits Agency’s projects must compete with urgent, or 
more profitable, IS projects submitted to Dss’s IS Committee; for example 
Contributions Agency has been pressing the urgent need for a replacement for 
the ageing National Insurance Records System (which is now to be undertaken 
by means of a Private Finance Initiative). The difficulty for Benefits Agency is 
that its One-Stop programme is being developed in a particularly severe and 
sustained period of financial retrenchment and that the sequencing of its 
technological and informational demands also presents enormous problems. Put 
simply, many officials have become convinced that there are major savings, as 
well as important service improvements, to be gained from technical and 
informational convergence. But the costs will probably be huge, and the capital 
costs, particularly, will certainly be front loaded. In contrast, the direct paybacks 
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will be longer term and will be spread over a number of years. Hence, DSS has 
publicly expressed doubt about the pace of progression to the second two stages 
of the One-Stop programme (DSS and HM Treasury 1994, p. 56). 

One consequence is an emphasis on projects which will yield immediate 
savings, particularly those which will bear down on fraud. Thus, since 1992, 
there has been renewed pressure on claimants to accept automatic credit transfer, 
which has led to a marginal increase in take-up by claimants (DSS and HM 
Treasury 1994, p. 86). BA is currently developing an integrated Customer 
Accounting and Payments System (CAPS), which will provide customers with 
regular statements of the payments with which they have been credited. It has 
also entered into a joint venture with Post Office Counters Ltd. to develop a 
system known as ALERT, which will use plastic payment cards in conjunction 
with on-line barcode scanners to inhibit fraudulent encashment of orders in post 
offices. Furthermore, several DSS agencies are now collaborating in the 
development of systems which will detect fraud by cross matching data held 
in their customer accounts (ITSA 1994a; ITSA 1994b). These Is developments will 
permit the DSS to reap legitimate benefits of informatization, but they will also 
render claimants, and the patterns of their transactions, more transparent to the 
department. 

The Strategy proposed by Business Development Branch also indentifies 
further, longer term, stratagems by which informatization could eventually cut 
costs. One stratagem is to shift administrative costs onto claimants, by a process 
which Toffler calls ‘prosumption’-the drawing of consumers into the 
production of goods and services (Toffler 1980). Thus the agency is interested 
in the use of electronic media which would permit self-service benefits 
transactions. For example, claimants might be encouraged to phone information 
helplines and to input claims directly into computer systems by means of 
interactive screens in DSS local offices or in remote community-based locations. 
Indeed, smart cards may eventually enable claimants to undertake self- 
assessment and to receive cash by means of holes-in-the-wall. Dss has long 
understood the possibilities inherent in these kinds of applications (HC Debates 
1981-2 29, pp. 63-4; Gilbert 1988; Bench-Capon 1991), but it is the growing 
availability of such media that marks the major technological development since 
the Operational Strategy was first conceived. 


PROSUMPTION AND CUSTOMERS 


The fact that ‘prosumption’ could realize significant savings for Benefits Agency 
does not mean that it has no potential benefits for claimants. On the contrary, it 
could also reduce claimants’ compliance cost by offering more convenient ways 
to transact business with Dss. Furthermore, electronic media could enable 
claimants to become more rational ‘customers’. By exposing the basis of 
calculations, prosumption could make social security codes more transparent, 
and allow members of the public to experiment with ‘what if’ scenarios. In 
addition, electronic media could overcome some of the barriers to equal access to 
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social security services. For example, the agency is already experimenting with 
multi-lingual electronic information media, which have obvious advantages for 
minority groups. Similarly, it is piloting systems which will extend D&s’s services 
in remote parts of the country, including the Highlands and Islands of Scotland 
and rural areas in the South West of England (Benefits Agency 1993b). 
Nevertheless, there are also problems for clients in the use of electronic media, 
especially if they are used to reduce staffing in Dss front offices. One problem is 
that they exclude the ‘information poor’. Information poverty may be caused by 
inadequate technology design, or, more fundamentally, by problems of access to 
phones or information points (Graham 1991). For example, the UK has 
geographical areas with particularly low penetration of telephony among low- 
income groups (Ducatel 1994), and this kind of problem will be exacerbated if, as 
seems likely, the UK fails to develop a universally accessible ‘information 
superhighway’. The consequence is a dilemma for Benefits Agency if it goes 
down this road. Equity dictates that the ‘information poor’ should have access to 
manned service outlets, but a successful business case would rest on cutting staff. 
Hence, in practice, there may be a trade-off between equity and efficiency. 
Certainly, increasing reliance on electronic media may well create the 
perception that Benefits Agency is remote and mechanical in its relations with 
claimants. In contrast, the champions of informatization assert that the increased 
use of electronic media for routine business will release capacity to develop a 
stronger advisory role: paradoxically, exploiting electronic networks will allow 
the agency to develop a stronger human touch. However, this apparently 
attractive formula masks several difficulties. We have seen above that the 
Operational Strategy systems were constructed for routine benefits processing in 
local offices by means of dumb mainframe terminals. Given the complexity and 
volume of benefits regulations, the performance of a stronger welfare role is 
probably beyond the capability of local office staff without more intelligent Is 
support. Hence, Benefits Agency is now piloting PC-mounted, benefits-advice 
systems including IBIS, an Integrated Benefit Information System for customer- 
facing staff. IBIS permits personalized benefits calculations which, at present, 
encompass eight different social security benefits, and offers localized welfare 
rights information (Benefits Agency 1993b). That is, Benefits Agency has a 
technical solution, but it would require huge additional financial investment to 
provide PCs throughout the local office network alongside mainframe terminals. 
It is important, however, that debates about the cost and feasibility of the 
technology do not blind us to the implications for claimants of what is being 
proposed. It is by no means incontrovertible that pss should develop a strong, 
proactive advisory role. One question concerns its scope and purpose. The 
Operational Strategy blueprints of 1980-2 envisaged that local offices should 
develop such a role, so that a claimants’ social security needs could be 
contextualized within their wider financial and social problems. However, a 
study commissioned by Dss in 1989 found that, although claimants would like 
more information about benefits, they would baulk at discussing their affairs 
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with DSS officials (Adler and Sainsbury 1990). That is, claimants wish to be 
treated as ‘whole claimants’ but not ‘whole persons’. 

There are also issues relating to the ownership and control of the information 
which would inevitably be surrendered by claimants during advisory sessions. 
Could pss offer claimants the right to discuss personal circumstances in 
confidence, or would any information disclosed to its staff be notifiable to 
adjudication officers? Could claimants withdraw information if ‘what if 
scenarios showed that their social security status would be compromised by 
its disclosute? Under what conditions would information entered into advice- 
giving computer systems become the property of the department? These are 
specific examples of major data protection issues which arise from the 
informatization of benefits administration. The argument of this article is that 
it is the economics of business planning which may, in practice, influence how 
these issues are resolved. 


DATA PROTECTION AND PRIVACY 


The efficiency pay-back to Benefits Agency from electronically mediated 
interaction with customers is related to the proportion of information which 
can be collected by this means. What exercises officials in the agency is how far it 
will be feasible to capture customer data in this way. This question applies most 
pertinently to systenis whete data is generated by customers as a by-product of 
seeking information or advice. Efficiency savings will be increased if data 
captured from an électronic medium can be recorded and broadcast to other DSS 
systems, rather than being collected anew at the point of every claim. However, 
is it right that information that is collected for a specific purpose should be 
available for general departmental use? The answer is not straightforward since 
the benefits of networking information accrue not only to DSS but also to 
customers themselves. Networking would reduce the number of Dss’s overall 
demands on customers, as well as permitting a more equitable and holistic 
approach. Against this argument, however, there are obvious data privacy 
issues, especially if data are applied to uses which are far removed from the 
occasion when they were originally surrendered. The dilemma can be illustrated 
by the problems of the Child Support Agency. If DSS already had the systems in 
place to cross match the lists of absent fathers which are held in the CSA with 
national insurahce records which are held in the Contributions Agency it could 
trdce many meri to their place of work. No doubt there would be a justifiable 
outcry on the grounds that this process infringed data privacy. On the other 
hand, the CSA has targeted men who are already paying maintenance because it 
has a shortfall of information about the location of other fathers. 


TARGETING LIFESTYLES 
More fundamental issues, still, relate to the purpose of advice-giving by state 
agencies. The shift of emphasis towards advice-giving will occur in the context of 
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much greater transparency between claimants and DSS. In this context especially, 
there is a thin-and probably unsustainable — line between BA's staff acting as 
‘customers’ friends’ and the positive use of the benefits system to monitor or 
intervene in lifestyles, particularly those of less favoured groups such as young 
single mothers or the long-term unemployed. That is, although a more holistic 
customer focus is usually associated with a customer-empowering purpose, the 
term is more ambiguous than is often recognized. The organizational and 
technological arrangements on which it rests may just as easily empower the 
state as empower claimants. 

A discussion of a topical issue in welfare policy will serve to illustrate this 
point. The view has grown within government that the impact of social security 
on economic incentives should be more explicitly recognized in welfare policy. 
However, it is now argued that the propensity to participate in the labour market 
is not reduced solely by the financial disincentives associated with the welfare 
system but is also weakened by social factors affecting attitudes to work 
(Cochrane and Clarke 1993). Thus, following the announcement of the 
‘jobseekers allowance’ in the 1993 Budget, local offices will, from October 
1996, have a duty to monitor and counsel jobseekers. The UK appears to be 
moving in the direction of Australia where ‘lifestyle targeting’ is now an explicit 
objective of the benefits system (Henderson 1993). It is this shifting of policy 
which contextualizes the renewed interest in developing the local office advisory 
role. It is this context, too, which points up the double-edged effects for claimants 
of one-stop services. 


ONE-STOP BENEFITS: TOWARDS THE CLIENT GROUP PRINCIPLE? 


A one-stop service can be defined as a service which permits customers to 
transact all their business through one point, without the need to deal directly 
with other parts of the bureaucracy. We noted above the demands that one-stop 
services place on organizations. The obvious way to limit these demands is to 
develop one-stop outlets that cater for restricted groups of customers. This 
stratagem not only allows the organization to manage customer records in a 
more segmented way but permits staff to specialize, thus reducing training costs 
and the need for street-level technical support. For example, a one-stop service 
point could be targeted at a specific neighbourhood or a single client group. 
This is why the original 1980 and 1982 Operational Strategy. documents 
assumed that the implementation of the whole-person concept would be 
associated with a shift to the client group principle for social security 
administration. Likewise, organization by client group — for example, the sick 
and disabled, pensioners and widows, lone parents and the unemployed — was 
one option offered in Benefits Agency’s One-Stop discussion paper (Benefits 
Agency 1992). The responses from both agency staff and welfare lobbies 
envisaged practical problems in assigning claimants unequivocally to client 
groups, and expressed fears that a client group approach would stigmatize less 
favoured groups (Benefits Agency 1993a). The agency is therefore officially 
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agnostic about how One-Stop is to be implemented locally, and drew back from a 
client group approach. Nevertheless, service definitions issued to district 
managers require advisory services to be concentrated on specific client groups, 
namely the long-term unemployed and lone parents (Benefits Agency 1993c). 


A WHOLE PERSON BENEFIT? 


Whatever approach to one-stop services is eventually adopted, the shift from 
benefits-oriented to customer-oriented administration undoubtedly requires 
closer integration between benefits systems. As we have seen throughout this 
article, the establishment of a logically connected database of records is the 
precursor of exchanging and integrating customer information between 
processing systems. In turn, a unified database requires the rationalization of 
data holdings and information specifications. Likewise, a shift towards electronic 
transactions with customers would be the more costly and the more difficult, the 
more complex and turbulent the administrative codes which are embedded in 
systems. For all these reasons the logic of informatization points towards greater 
simplicity and stability of the benefits system. Rather than undertake a once-and- 
for-all review of information specifications in social security statutes and rules, 
the aim is to exploit the frequent opportunities offered by legislative and policy 
changes to rationalize administrative codes. In this way it may be possible to 
install common functional processing modules by the end of the decade. But as 
we have also seen, the IS Strategy of 1992 also began to raise the question how far 
rationalization could be carried through to the very structure of benefits. 

Ultimately, there is a case for a generic whole person benefit which rests on the 
simple fact that there is a common purpose in administering benefits: the transfer 
of money. The argument is that, as DSS moves towards a generic claim form and 
consolidated payments, the distinction between different types of benefits will 
become less visible and more arcane. Hence, informatization will add the 
powerful weight of administrative logic to proposals for rationalizing benefits 
which have hovered around social security since the 1970s (for example, Clarke 
1977; Walter 1989). Only two sets of proposals have made an explicit connection 
between changing technology and benefits reform: the proposals for integrating 
the social security and personal taxation systems put forward by the Institute of 
Fiscal Studies in 1984 (Dilnot, Kay and Morris 1984), and the scheme proposed 
by the right wing, Conservative No Turning Back Group in 1993. The No Turning 
Back Group explicitly recommended the consolidation of non-contributory 
benefits into a ‘whole-person benefit’. 


The level of the Whole-Person Benefit would be calculated by the equivalent 
of a Standard Spending Assessment for the individual, expanding on the 
structure of the existing income support, family credit and disability 
arrangements. These would be integrated and developed into a payments 
formula which allows ‘one-stop benefits shopping’ in the form of the Whole- 
Person Benefit (No Turning Back Group 1993, p. 17). 
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The complexity of the present benefits system reflects the fact that it is based on a 
variety of principles: the national insurance, or contributory, principle (for 
example retirement pensions); the contingency principle (for example maternity 
and incapacity benefits); and income deficiency (for example, Income Support). 
However, rationalizing benefits could not but reinforce trends towards means- 
tested benefits, because income deficiency is the only principle which could be 
universally applied. It is, therefore, the only principle capable of providing a 
common basis for a ‘whole-person benefit’. The political attraction for the 
present government is that a whole person benefit would facilitate the targeting 
of benefits and minimize disincentives to work. It is on these grounds that it has 
been actively supported by the No Turning Back Group. 

However, spelling out its implications also exposes the political problems of 
rationalization. The first problem is that a generic income-related benefit would 
mean the end of contributory entitlements, and break the contract between state 
and citizens implied by the national insurance principle. It can be argued that the 
contribution principle is already being substantially eroded, for example by the 
shift towards conditional unemployment benefits and by the retreat from SERPS. 
Nevertheless, a way would have to be found of establishing and protecting 
‘property rights’ deriving from contributions. The second problem is that it is 
generally agreed that no government could set a basic income guarantee at a 
level which would cover all possible needs, because of the high tax burden that 
would result (Parker 1989). It follows that the benefits system would have to be 
reconstructed in such a way that a range of contingencies could be recognized 
and tested. Thus the conclusion must be that, while informatization may be an 
important factor reinforcing trends towards rationalizing benefits, there are also 
practical and political pressures which will counter its influence. 


CONCLUSION 


This article has shown why informatization will be important in shaping welfare 
benefits administration in the twenty-first century. It accepts the broad thesis that 
Benefits Agency’s One-Stop programme cannot be realized without substantial, 
long-term investment in networking the Operational Strategy systems, and 
would also require a sustained commitment to an overarching information 
strategy, one that would be accepted and enforced at ministerial level. Thus the 
agency’s plans offer an important case study of the significance and implications 
of informatization in government. 

Focusing on ‘informatization’ identifies innovation in the capture, commu- 
nication, integration, dissemination, and application of information as an 
increasingly significant factor in contemporary public administration. It draws 
attention to implicit assumptions about changing informational capabilities, as 
well to those about technological developments, on which contemporary ideas 
for reforming public services are predicated. And conversely, a focus on 
informatization can liberate thinking about organizational development from the 
taken-for-granted practical restrictions which, in the past, have inhibited the 
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exploitation of information in government. For example, new kinds of electronic 
networks stand as a powerful metaphor for holistic administrative systems in 
which traditional barriers to capturing and exploiting information would be 
increasingly irrelevant, including those between different parts of public 
bureaucracies, or between the producers and users of public services. Hence, 
at the level of consciousness, as well as at the practical level, informatization may 
become an important factor in shaping organizational and policy change. 

What this study of benefits administration also shows, however, are the 
dangers of an overly determinist approach to the study of informatization. In 
practice, the pace and direction of informatization are influenced by attitudes 
and orientations which are culturally and politically constructed. This article has 
drawn particular attention to three such factors. The first is the importance of the 
technical paradigms to which organizations become wedded, and which are 
powerful in determining technological choices. We saw, for example, that the 
orientation to mainframe computing was an important influence on the 
architecture of the Strategy systems, and that its legacies continue to constrain 
the shift to more customer-focused benefits delivery. The second factor is the 
cultural hegemony of automation perspectives on technological investment in 
Whitehall. Thus, although a strong financial case can be made for long-term Is 
development in Benefits Agency, its one-stop plans may yet founder on short- 
term, efficiency-dominated business planning criteria. And the third factor is the 
way in which the possibilities offered by informatization interact with dominant 
political agendas. 

There are a number of commonly cited effects associated with processes of 
informatization, which have important resonances with contemporary UK social 
policy. What is less often pointed out is that these effects are profoundly 
ambiguous. Thus networking information electronically permits the delivery of 
holistic services, which are more convenient to customers and can be tailored to 
their needs. But it also makes claimants -and their lifestyles ~ more transparent 
to public bureaucracy. Likewise, informatization allows claimants to be targeted 
more selectively, so that they can be offered more appropriate, specialist advice 
and services. But at the same time, this process may provide a means and a 
justification for discrimination and selectivity. For example, informatization may 
support new flexibilities in street-level benefits delivery, and thus permit a shift 
to the client group principle. We have seen that this may reinforce and 
institutionalize a distinction between more and less favoured groups of social 
security claimants. What is clear, therefore, is that, overall, informatization is 
likely to be associated with important changes in relationships between 
bureaucracies and their customers, and thus in the operating values of public 
services. 

What will determine the actuality of benefits adminstration as we approach 
the twenty-first century is the inter-relationship between the continual search for 
efficiency savings, and the political demands on the social security system. 
Benefits Agency seems to be convinced that there are long-term efficiency 
savings, as well as potential improvements in service delivery, to be gained from 
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informatizing benefits administration, and we have seen that there may be cost- 
saving strategems which could sustain the process in the shorter term. In so far 
as they will help DSS bear down on fraud, streamline and target benefits, contain 
administrative costs and monitor lifestyles, some of those stratagems will also 
ring the right bells to attract political support. However, we have also seen that 
they may have major implications for the social security system—as well as 
pointing to changes which may be transforming public administration -and this 
is why they should be publicly discussed. 


NOTES 


1 The Department of Social Security was part of the Department of Health and Social Security until 
1988 The acronyms DHSS and DSS are used as appropriate throughout this article, 

2. This article 1s based pnmarily on interviews conducted ın the Benefits Agency, mostly between late 
1990 and 1993 Warm thanks are due to the many officials who contributed their trme and interest. 
The author is pleased to acknowledge the collaboration of her colleague, Alison Henderson, in the 
conduct of the empirical research. 
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VARIETIES OF NEW INSTITUTIONALISM: 
A CRITICAL APPRAISAL 


VIVIEN LOWNDES 


New institutionalist approaches reflect a common commitment to the significance of 
institutional arrangements and a common criticism of atomistic accounts of social 
processes. Beyond these core assumptions, new institutionalism is characterized by a 
great variety of positions, which are sometimes complementary and sometimes 
conflicting. The different positions can be captured in six ‘vignettes’: the mythic 
institution, the efficient institution, the stable institution, the manipulated institution, the 
disaggregated institution, and the appropriate institution. The vignettes differ in the 
significance they accord to: formal and informal institutional rules; change and stability 
within institutions; and the role of rational action and norm-governed behaviour in 
creating and sustaining institutions. The comparative critical assessment of the vignettes 
can provide the basis for a multi-theoretic approach to the study of institutions and 
institutional change. 


The study of institutions is central to the subject matter of political science and, to 
an even greater extent, public administration. A focus upon institutional 
arrangements for the delivery of public services is generally held to be defining 
of the sub-discipline of public administration (see Hood 1987, p. 504). The 
‘common sense’ in putting institutions at the heart of public administration has, 
however, led to the assumptions of the institutional approach remaining 
unexamined. A curious silence surrounds the theory and method of 
institutionalism. Indeed, Rhodes (1995, p. 55) describes institutionalism as ‘a 
subject in search of a rationale’. 

In the 1990s the pace of change in the governance and delivery of public 
services provides part of the rationale for a continuing focus on institutions. 
Among academics and practitioners alike, there is a full research agenda for the 
analysis of new management practices, decision-making arrangements, and 
relations with citizens (see Rhodes 1992). There is also evidence, reviewed below, 
that a more theoretically informed approach to understanding institutions and 
institutional change is emerging. At the same time as attention is being focused 
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upon new institutions, there is growing interest in new institutionalism as a 
theoretical tool for their analysis. 

In this article I argue that ‘new institutionalism’ does not constitute a single 
and coherent body of theory but comprises many streams of argument and 
debate. New instititionalist approaches share core assumptions but develop in 
many different directions. In the first section of the article I provide a baseline 
definition of ‘institution’ and consider differences between ‘old’ and ‘new’ 
institutional approaches. In the next section I present six theoretical ‘vignettes’ 
from the new institutionalism, each exposing a particular aspect of institutional 
life. The final section of the article anlayses the key variables emerging from the 
vignettes and sets out a series of propositions regarding institutions and 
institutional change. 


INSTITUTIONS AND INSTITUTIONAL ANALYSES: 
AN INTRODUCTION 


Defining institutions 

The dictionary defines ‘institution’ as ‘established law, custom or practice’. 
From the sixteenth century, the term has had a particular association with the 
practices and customs of government. Today ‘institution’ also refers more 
generally to forms of social organization, specific or abstract (Williams 1983, p. 
169). It is a slippery term because it is used to refer to social phenomena at many 
different levels — informal codes of behaviour, written contracts, even complex 
organizations. It is still more slippery because it hints at some evaluation of these 
phenomena. Institutions are somehow ‘more’ than they appear ~ they are 
‘special’ procedures and practices. 

For my purposes the following elements provide a baseline definition: 

(a) Institution is a middle-level (or ‘meso’) concept. Institutions are devised by 
individuals, but in turn constrain their action. They are part of the broad social 
fabric, but also the medium through which day-to-day decisions and actions are 
taken. Institutions shape human action, imposing constraints whilst also 
providing opportunities. 

(b) Institutions have formal and informal aspects. Institutions involve formal 
rules or laws, but also informal norms and customs. Unlike formal institutions, 
informal institutions are not consciously designed nor neatly specified, but are 
part of habitual action. Institutions may be expressed in organizational form, but 
also relate to processes — the way things are done. 

(c) Institutions have a legitimacy and show stability over time. Institutions have a 
legitimacy beyond the preferences of individual actors. They are valued in 
themselves and not simply for their immediate purposes and outputs. 
Institutions may gain their legitimacy because of their relative stability over 
time, or because of their link with a ‘sense of place’. 


Studying institutions: old and new approaches 


Each social science discipline has its own ‘new institutionalism’. Such variety 
makes it hard to pinpoint what characterizes the new concern with institutions. 
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New institutionalist approaches are often understood in terms of what they are 
not. Differences from ‘old’ institutional traditions, and from more recent 
behavioural (or non-institutional) approaches are highlighted. At the same 
time, the various ‘new institutionalisms’ reflect a common commitment to the 
significance of institutional arrangements and a common criticism of atomistic 
accounts of social processes. This is clear in the emergence of new institutionalist 
ideas in political science, economics and organization theory. 

Political science 

New institutionalism in political science has emerged as a reaction to the ‘under- 
socialized’ character of dominant approaches in the discipline. Both beha- 
viourism and public choice theory tend to regard institutions as epipheno- 
menal-the simple aggregation of individual actions. For behaviourists, 
institutions emerge out of the aggregation of individual roles, statuses and 
learned responses; for public choice theorists, they are an accumulation of 
individual choices based on utility maximizing preferences (Shepsle 1989, p. 
134). The new institutionalism is a reaction to atomistic accounts of political 
behaviour and asocial accounts of the context in which behaviour occurs 
(DiMaggio and Powell 1991, p. 5). 

The new institutionalism harks back to an earlier preoccupation with 
institutions in political science, whilst attempting to move beyond the descriptive 
traditions of the ‘old institutionalism’ (Rhodes 1995, p. 43). The new 
institutionalism is interested less in describing formal structures and constitu- 
tions, and more in unearthing the deep structure and ‘rules of the game’ which 
influence political behaviour. On its ‘sociological’ wing, the new institutionalism 
investigates the role of institutional elements in defining ‘values, norms, 
interests, identities and beliefs’ (March and Olsen 1989, p. 17). On its ‘public 
choice’ wing, it raises questions about the way in which institutional factors 
influence actors’ utilities and preferred solutions to collective action problems 
(Shepsle 1989, p. 124; Ostrom 1986, p. 3; Dunleavy 1991, p. 2). 


Economics 

The dominant neo-classical approach in economics traditionally takes institu- 
tional contexts as given, fixed and exogenous. This tradition was challenged in 
the early decades of the twentieth century by ‘institutional’ economists like 
Veblen, Myedal and Commons who criticized the neo-classical reliance on 
simplifying theoretical and mathematical models. They argued that political and 
social structures could block and distort ‘normal’ economic processes. They 
proposed an interdisciplinary approach to economic problems, drawing on 
insights from sociology, politics and law. 

Interest in institutions reached a low point after the Second World War, only 
reviving after the 1960s with the work of economic and business historians (like 
North and Thomas 1973; and Chandler 1977) and organizational economists, 
notably Williamson (1985). The new institutionalist economics departs from the 
earlier institutional tradition in its claim that institutions can be analysed within 
the mainstream equilibrium-oriented neo-classical approach. The task, explains 
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Williamson (1985, p. 1), is to develop a ‘micro-analytical approach to the study of 
economic organization’. While accepting assumptions of individuals’ utility- 
maximizing behaviour, the new institutional economics highlights the emergence 
and persistence of institutions in the face of cognitive limits, incomplete 
information, and difficulties in monitoring and enforcing agreements. The 
fundamental hypothesis is that institutions exist where their benefits exceed the 
costs involved in creating and maintaining them. 


Organization theory 
The new institutionalism in organization theory takes a rather different starting 
point. The new institutional economics sees institutions as the deliberate 
creations of instrumentally oriented individuals; organization theorists argue 
that while institutions arise out of human activity, they are not necessarily the 
products of conscious design (DiMaggio and Powell 1991, p. 8). Such an 
approach is rooted in long traditions in organization theory. Selznick (1957) 
proposed a distinction between ‘administration’ and ‘institutionalization’. 
Whereas pure administration is rational, means-oriented and guided by concerns 
of efficiency, institutionalization is value-laden, adaptive and responsive, 
reflecting the values of internal groups and external society (Perrow 1987, p. 167). 
The new institutionalism in organization theory dates from the late 1970s. The 
old and new approaches have much in common. Both approaches are concerned 
with the way in which particular organizational forms become ‘legitimated’, 
inscribed with cultural value over and above an instrumental concern with 
efficiency or even material outcomes. They differ however in the locus of their 
attention. While the old approach studied the way in which individual 
organizations become ‘institutionalized’, the new approach locates the process 
of institutionalization in the wider environment. While Selznick and his 
followers saw organizations as responding to the values and culture of their 
local communities and internal members, the new institutionalists argue that 
organizations adapt to ‘institutional templates’ or ‘myths’ present in the wider 
organizational field- 


NEW INSTITUTIONALIST APPROACHES: SIX VIGNETTES 


Having set new institutionalist ideas in their disciplinary contexts, I draw on 
contributions from different disciplines to develop a series of theoretical 
‘vignettes’ from the new institutionalism. A vignette is an ‘illustration not in 
definite border’, a ‘character sketch’ or a ‘short description’ (Concise Oxford 
Dictionary 1982). The term captures my aim here: each short account exposes a 
particular aspect of institutional life; it is not a definitive statement but a 
snapshot, and the borders of one vignette blur with those of another. The 
vignettes pick up on the ‘baseline’ elements of a definition of institutions, whilst 
also highlighting more contested variables. The vignettes provide a ‘tool box’ of 
ideas and concepts from which to build propositions about institutional change. 
The six vignettes are: 
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— the ‘mythic’ institution; 

— the ‘efficient’ institution; 

— the ‘stable’ institution; 

— the ‘manipulated’ institution; 
— the ‘disaggregated’ institution; 
— the ‘appropriate’ institution. 


The ‘mythic’ institution 

Institutionalization has been seen as a process whereby ‘mythic’ or ‘symbolic’ 
elements of an organization’s environment are incorporated into its structures, 
cultures and outputs (Scott 1991, p. 181). Such elements form ‘templates’ for 
organizing and derive from professions, educational and training programmes, 
legal and public policy frameworks, public opinion and prevalent ideologies. 
Compliance with taken-for-granted beliefs about how best to organize, and 
towards what ends, become more important than the actual efficacy of dominant 
structures and practices (DiMaggio and Powell 1991, p. 28; Meyer and Rowan 
1991, p. 41). Organizational life is dominated by a sense of ‘this is how things are 
done’; in organizational design, ‘the moral becomes the factual’ (Zucker 1991, p. 
83). Organizations’ shape and style reflect the ‘myths’ of the institutional 
environment, instead of the demands of specific work activities. As Meyer and 
Rowan explain: ‘modern accounting creates ceremonial production functions 
and maps them onto economic production functions: organizations assign 
externally defined worth to advertising departments, safety departments, 
managers, econometricians, and occasionally even sociologists, whether or not 
these units contribute measurably to the production of outputs’ (1991, p. 51). 

The power of ‘institutional environments’ lies in their capacity to confer 
legitimacy, which is linked to organizations’ survival prospects. By adapting to 
cultural expectations, organizations are better able to recruit staff, gain funding 
from governments or credit from banks, build alliances with other organizations, 
and market their products to consumers. The power of ‘institutional myths’ is 
such that increasing homogenization (or ‘isomorphism’) is evident among 
populations of organizations. The demand for similarity of structure and 
functioning, rather than for increased efficiency, drives organizational change 
(DiMaggio and Powell 1991, p. 63-6). Zucker (1991, p. 105) calls this the 
‘contagion of legitimacy’. Public service organizations are particularly 
susceptible to such ‘contagion’ because they lack private sector-style ‘bottom 
lines’ on which to judge performance. 

New institutionalism within organization theory has, however, been criticized 
for an over-emphasis on processes of institutional reproduction. How can we 
account for the empirically observed diversity of organizational form if processes 
of isomorphism are so strong? How can we account for change in organizational 
structure and culture if environmental ‘templates’ are so influential? Organiza- 
tion theorists are seeking to build on new institutionalist insights to address such 
questions. Clegg (1990, p. 163) argues that society-wide institutional templates 
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exert a powerful influence over what happens in individual organizations, but 
pressures to convergence are mediated by local circumstances and power 
relations. The specificities of local practice and conceptions (‘how things are done 
around here’) may either reinforce or undermine institutional templates 
circulating in the wider environment. At the same time, there are struggles 
within organizations to determine value systems, rules and operating 
procedures. Determining the character of institutional myths and symbols may 
be as important a power resource as control over material factors like budgets 
and buildings. 


The ‘efficient’ institution 

Clege’s approach highlights institutional diversity and the relativity of 
institutional norms. Institutions are located firmly in time and space. In contrast, 
the ‘new institutional economics’ explains institutional form with reference to a 
universal economic logic. Institutions are ‘efficient’ organizational frameworks, 
which arise to solve problems of complex economic exchange. 

This approach to institutions can best be illustrated with reference to 
Williamson's (1975, 1985) work on ‘markets and hierarchies’. Williamson asks 
under what conditions economic functions are performed within the boundaries 
of a firm, rather than through market processes which cross firm boundaries. He 
proposes that transactions which are uncertain in outcome, recur frequently and 
require ‘transaction specific investments’ (Le. time, money or energy which 
cannot easily be transferred to other types of interaction) are more likely to take 
place within firms. The institution of the firm allows association between 
transacting agents to be secured through hierarchical authority rather than 
market exchange. Such arrangements are more efficient for transactions which 
are characterized by bounded rationality (difficulty in anticipating and 
specifying all contingencies) and by opportunism (the possibility for one party 
to pursue its interests by guile or deceit). By internalizing this type of transaction, 
there is no need to anticipate and weight all contingencies, and the possibility of 
opportunism is reduced through authority relations and closer identification 
between (internal) transacting partners. At the same time, exchange in the open 
market remains the most efficient institutional arrangement for transactions 
which are straightforward, non-repetitive and require no transaction-specific 
investments (such as a one-off purchase of standard equipment). Put most 
simply, the approach sees the main purpose and effect of institutions as 
economizing on transaction costs (Williamson 1985, p. 1). As Coase (1937, p. 404) 
put it much earlier: ‘The question always is, will it pay to bring an extra exchange 
transaction under the organizing authority?’ 

The new institutional economics has been criticized as ahistorical and over- 
abstract: an oversimplification of the motivational complexity involved in 
creating and maintaining different institutional arrangements (Zald 1987, p. 705; 
Perrow 1987, p. 255). Granovetter (1992) criticizes Williamson’s characterization 
of both market and hierarchy, arguing that each is ‘embedded’ in prevailing 
social relations. Markets are not necessarily anonymous and disordered; firms 
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are not necessarily tightly controlled nor ordered. How each institution operates 
is dependent upon personal relations and networks of relations between and 
within firms. Granovetter (1992, p. 72) argues that: ‘both order and disorder, 
honesty and malfeasance have more to do with structures of such relations than 
they do with organizational form’. This type of argument has been developed in 
comparative studies of economic structure and performance. It is clear that 
different arrangements of hierachy-market relations become institutionalized 
and relatively successful in particular contexts. ‘Efficient’ firms and markets may 
look quite different in, say, Japan and Britain, as they are embedded in different 
patterns of social relations, which in turn relate to the distinctiveness of the state, 
financial system, education and training, family life, and cultural practices 
(Whitely 1992, p. 120-7). Critics of the new institutional economics object to the 
proposal that a universal economic logic determines the choice of institutional 
systems, regardless of culture and circumstance or power and politics. 


The ‘stable’ institution 

North’s (1990) analysis of institutions and institutional change contains elements 
of both an ‘efficiency’ and a ‘mythic’ approach. Like Williamson, North sees 
institutions as incentive structures which impact on individuals’ utility- 
maximizing behaviour. However, he stresses stability rather than efficiency as 
the economic rationale for institutions. Like the organization theorists reviewed 
earlier, North attributes the stability of institutions to their basis in culture and 
tradition. 

North sees institutions as arising to cope with problems of bounded 
rationality, thus reducing uncertainties in human interaction. While institutions 
are one determinant of transaction costs, their existence need not reduce costs. In 
contrast to his early work (North and Thomas 1973), North is at pains to stress 
that institutions reduce uncertainty by providing a stable, but not necessarily 
efficient, framework for human interaction. Technically inefficient institutions 
persist because they contribute to stability and harmony in interaction and 
because they are deeply embedded in culture and tradition. North argues that 
the most powerful institutional constraints are informal: 


In our daily interaction with others, whether within the family, in external 
social relations, or in business activities, the governing structure is 
overwhelmingly defined by codes of conduct, norms of behaviour and 
conventions. Underlying these informal constraints are formal rules, but these 
are seldom the obvious and immediate source of choice in daily interactions 
(1990, p. 36). 


Informal institutions allow actors to express their values and ideologies at little 
or no cost. Because they have become part of expected behaviour, these 
subjective variables do not jeopardize exchange relationships — despite their 
departure from ‘rational’ premises. The mix of formal and informal institutional 
rules determines the ‘opportunity set’ that actors face in making choices. It is the 
tenacity of informal constraints that produces institutional stability. While formal 
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rules (like constitutions, legislation, contracts or standing orders) can be redrawn 
overnight, informal rules change slowly ~ ‘old’ conventions often persist in the 
face of, and at odds with, new formal codes. Stability in the overall institutional 
framework contributes to the continuity and efficacy of economic (and social) 
activity; it makes complex exchange possible across time and space (North 1990, 
p. 83). 

North’s stress on stability makes it hard to grasp the dynamics of institutional 
change within his analysis. He argues that change in formal institutional rules 
occurs when it is in the interest of those with sufficient bargaining strength to 
make adjustments. It remains unclear, however, how all-important informal rules 
change. North (1990, p. 37) links informal constraints to ‘our heritage’, ‘socially 
transmitted information’, or ‘culture transmitted between generations’. But 
culture remains a wild card in his analysis — it is something ‘out there’ which 
shapes institutional life; the cultural, normative dimension remains an 
exogenous variable. In contrast, organization theorists like Clegg (1990, p. 7) 
point to competition between groups of actors over cultural resources and to the 
existence of multiple and competing ‘modes of rationality’. North (1990, p. 140) 
recognizes the need to know more about culturally derived forms of behaviour 
and their interaction with formal rules. 


The ‘manipulated’ institution 

Williamson and North see economic institutions as developing to ease problems 
of exchange, through maximizing efficiency and/or stability. In contrast, political 
institutions may be viewed by public choice scholars as obstacles to effective 
exchange. Pursuing assumptions of utility-maximization, they predict a process 
of ‘institutional entropy’ in the political arena. Manipulated by utility- 
maximizing politicians and bureaucrats, institutions degenerate over time; they 
come to serve the individual, private interests of officials and any conception of 
the public interest is lost (Dunleavy and O'Leary 1987, p. 112-3). 

The most well-known claim about the maximizing behaviour of public 
officials is that they seek to augment their status and material well-being through 
increases to budgets under their control. At the same time, utility-seeking 
politicians attempt to maximize votes by promising benefits and service 
enhancements. Together these manipulations result in waste and ‘over-supply’ 
of government goods and services (Niskanen 1971, 1973). Political institutions 
become vehicles for officials’ self-aggrandizement. An alternative to the budget- 
maximizing thesis is provided by bureau-shaping theory which accepts -that 
bureaucrats are self-serving, but denies that they pursue a single coursi{ of 
utility-maximizing action. Public bureaucracies have complex internal structures 
and procedural regimes; personnel at different levels and in different areas of 
work confront different institutional constraints. There is no one typical 
‘bureaucrat’, nor one typical bureaucratic ‘game form’. Those who operate 
within political institutions make choices between alternative courses of utility- 
maximizing behaviour (Dunleavy 1991, p. 256). 
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Focusing on senior bureaucrats, Dunleavy argues that budget increments are 
rarely accompanied by pecuniary benefits to officials. In addition, the manage- 
ment of large departments and budgets is unlikely to satisfy non-pecuniary 
utilities. Dunleavy argues that senior bureaucrats have strong preferences about 
the kind of work they do and the kind of agency they work in; utility- 
maximizing behaviour is more likely to be directed at manipulating (or 
‘shaping’) such conditions rather than at maximizing budgets. Dunleavy lists 
negative values which senior bureaucrats seeks to avoid, including routine work, 
high public visibility, low levels of discretion, large work units, conflictual 
personal relations, and lack of high status contacts. Bureaucrats seek to maximize 
positive qualities of their work environment, seeking innovative and develop- 
mental work, low visibility and high discretion, small work units and co- 
operative relations, and high status social and political contacts. Senior 
bureaucrats actually prefer to work in smaller, less ‘hands-on’ agencies even 
though these command smaller budgets (Dunleavy 1991, p. 201-2). Dunleavy 
(1991, p. 247-8) claims empirical support for his thesis, arguing that senior 
British civil servants have co-operated with, even promoted, reforms that reduce 
their management of large budgets, notably through the separation of ‘executive 
agencies’ from core departments. (It is worth noting, however, that in practice 
core departments retain effective control, if not day-to-day management, of 
agency budgets.) 

Like North, Dunleavy adds depth to the rational actor account through a 
recognition that institutional form is crucially influenced by cultural and value 
imperatives. Also like North, Dunleavy treats culture and values as a ‘given’ — 
they remain the wild card in the public choice anlaysis of institutions. We are 
asked by Dunleavy to accept his list of the negative and positive values which 
influence bureau-shaping on the grounds that they are commonly cited in 
administrative sociology (remarkably, references are not provided to the 
relevant literature). There is no attempt to show that senior bureaucrats actually 
hold these values or are motivated by them. If one is not prepared to accept this 
list at face value, any testing of the bureau-shaping approach needs to be 
preceded by an investigation into the values of bureaucrats. Dunleavy may be 
correct to argue that bureaucrats maximize utilities through bureau shaping, but 
the nature of the ‘shape’ they seek is an open question deserving of research in its 
own right. It is not just the choice of utility maximizing strategy that varies in 
different periods and contexts, it is also the values that underpin these strategies. 
We need to know more about what drives the manipulation of institutional 
forms and how bureaucrats’ means and ends vary over time and space. 


The ‘disaggregated’ institution 

The ‘policy community’ or ‘policy network’ approach is concerned with the 
‘institutionalization’ of relations between governmental and non-governmental 
actors. Jordan (1990, p. 476) describes the approach as ‘new institutionalization’, 
denoting a concern with new arrangements for policy-making rather than a new 
Ook at old institutions (which Jordan refers to pejoratively as ‘renewed 
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institutionalism’). The concern is with actual institutional practices rather than 
with formal organizational arrangements; more specifically, institution is 
interpreted as ‘an extra-constitutional policy-making arrangement between 
ministries and clientelistic groups’ Qordan 1990, p. 470). Network theory paints 
a picture of institutions which are disaggregated, informal, policy-specific and 
relatively stable over time. 

Network theory has a strong empirical bias. It points to the traditionally 
fragmented structure of British government (with relatively autonomous central 
departments and local bodies) and the influential role played by interest groups 
in policy-making. In such an environment, policy is made not by a unified 
government machine but by an assortment of actors (governmental and non- 
governmental) linked together in more or less formal and coherent networks. 
Policy networks routinize relationships, promoting continuity and stability 
(Rhodes and Marsh 1992a, p. 196). Networks have a limited number of 
participants who interact frequently, share values and exchange resources. There 
are low levels of conflict and ‘positive-sum power games’ (Rhodes and Marsh 
1992b, p. 23). Within these criteria, the specific pattern of network relationships 
varies in different policy fields. There are also policy areas in which inter-agency 
relationships are not institutionalized as networks; such fields are characterized 
by a lack of stability and continuity Jordan 1990, p. 476). Network theory looks 
at the conditions of institutionalization in different policy fields. 

Network theory provides a useful corrective to the ‘old’ institutional tradition 
in political science which focused on formal constitutional arrangements for 
policy-making. By stressing variety in the conditions of institutionalization, 
network theory provides an alternative to the general models of govern- 
ment/interest group relations offered by pluralism or corporation (Rhodes and 
Marsh 1992b, p. 2). The weaknesses of the network approach lies in its emphasis 
upon continuity and stability. Much of the seminal literature now seems dated, 
grounded as it is in assumptions about the relative influence and autonomy of 
interest groups and sub-national government (see, for instance, Rhodes 1986; and 
Wilks and Wright 1987). In the context of progressive political centralization, 
many policy networks have been destabilized ~ some collapsing completely and 
others being restructured with changing membership, resources and relation- 
ships (Stoker 1991, p. 157-60). 

Empirical observation of network change has prompted proponents of the 
‘disaggregated’ institution to pay new attention to the sources of change and to 
the role of power relationships within networks. Marsh and Rhodes (1992b) have 
argued that policy networks are destabilized by environmental factors, including 
economic or market changes, technological developments, ideological shifts, and 
the outputs of other networks (including oppositional ones). Environmental 
factors interact with internal pressures for change. Although networks are 
characterized by low levels of conflict, this does not mean that competition does 
not occur. Shared values and objectives have to be continually renegotiated. As 
Sabatier (1988) notes, there may exist several competing ‘advocacy coalitions’ 
within a ‘policy subsystem’, each seeking to promote particular policy 
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preferences. The success of different coalitions is related to the resources 
available to them, which is crucially determined by external factors (like financial 
and legislative conditions). Network actors may seek change in network rules 
and relationships in pursual of their goals — institutional rules as well as policy 
outcomes are the product of competition between groups (Sabatier 1988, p. 143; 
Majone 1989, p. 96). 


The ‘appropriate’ institution 

March and Olsen (1984, 1989) see institutions as providing order in political life. 
Institutions ‘increase capability by reducing comprehensiveness’; they simplify 
political life by ensuring that ‘some things are taken as given in deciding other 
things’ (March and Olsen 1989, p. 16-17). Institutions express norms of decision- 
making and behaviour, providing a ‘logic of appropriateness’. Seemingly neutral 
procedures and structures embody particular values, norms, interests, identities 
and beliefs. March and Olsen claim that ‘a calculus of identity and 
appropriateness’ is more important to actors than a ‘calculus of political costs 
and benefits’. Rules are sustained by ‘trust’, which refers to ‘a confidence that 
appropriate behaviour can be expected most of the time’ (March and Olsen 1989, 
p. 38). Such a view contrasts with the public choice emphasis on a ‘logic of 
consequentiality’, whereby actors make anticipatory choices designed to 
maximize their values and interests. 

Rules produce variation and deviation as well as conformity and standardiza- 
tion. Situations are assigned to rules through a comparison of cases, but there are 
always areas of ambiguity in the interpretation and application of rules. Rules 
and routines are shaped by changing experience — ‘routines come to encode the 
novelties they encounter into new routines’ (March and Olsen 19839, p. 34). Rules 
reflect and embody historical experience, making accessible the lessons of past 
experience to individuals who have not themselves lived through that 
experience. At the same time, institutional rules are never fully ‘closed’ or 
complete; they are dynamic in the context of a changing environment. March and 
Olsen (1989, p. 59) argue that institutions generally change in an incremental 
way through responding to environmental signals. Where radical institutional 
change is attempted through administrative reorganization, there is a tendency 
for outcomes to become delinked from reformers’ initial intentions (Brunsson 
and Olsen 1993, p. 3). As one ‘logic of appropriateness’ is destabilized, space 
opens up for deliberation over specific norms and values. The significance of 
attempts at institutional reform lies precisely in the ‘surfacing’ of such debate, 
which March and Olsen see as: “part of the process by which a society develops 
an understanding of what constitutes a good society, without necessarily being 
able to achieve it, and how alternative institutions may be imagined to contribute 
to such a world’ (1989, p. 91). 

Critics have found March and Olsen’s approach to be overly abstract, even 
arcane. Jordan criticizes the approach as ‘ambiguous and preliminary’ and 
questions whether it can be operationalized for empirical work Jordan 1990, p. 
183-4). Not unusually in institutional theory, there is confusion over levels of 
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analysis. March and Olsen refer to the legislature and the parliamentary 
assembly as examples of political institutions; yet their discussion of rules and 
norms in action involves a much ‘lower’ level of analysis, carrying with it the 
implication that the legislature (for instance) consists of various sets of 
institutions (Lane 1993, p. 174). Criticism also focuses on the dynamics of 
institutional change. The model of the ‘appropriate’ institution, with its emphasis 
on shared norms and identities, seems better suited to explaining continuity than 
change. There is a tendency to rely on functionalist reasoning, seeking the 
emergence of norms in terms of evolutionary responses to a changing 
environment (Knight 1992, p. 211). Where March and Olsen discuss intentional 
institutional reform, their ‘garbage can’ approach suggests any number of 
outcomes are possible. We are left unclear as to the determinants, and relative 
strength, of different positions within the normative debate that accompanies 
institutional reform. 


KEY VARIABLES IN INSTITUTIONAL ANALYSIS 
The six vignettes differ in the relative significance they accord to: 
— formal vis-2-vis informal institutions; 
~ stable vis-t-vis dynamic institutions; 
~ strategic (or ‘rational’) action vis-a-vis norm-governed behaviour in 
institutional development and change. 


Below I review these three key variables to produce a series of propositions 
about institutions and institutional change. 


Formal/informal 

The six vignettes vary according to the stress they lay upon formal or informal 
institutions. Proponents of the ‘efficient’ and ‘manipulated’ institution tend to 
stress formal institutional arrangements (contracts, administrative hierarchies, 
legislative and decision-making procedures, budget mechanisms and bureau 
types). Proponents of the ‘disaggregated’ institution focus upon relationships 
rather than formal procedures, but note that these may be more or less 
formalized (from professional associations to personal communication channels). 
Proponents of the ‘appropriate’ institution focus on informal norms and duties 
inside individual organizations. The ‘mythic’ institution draws attention to the 
role of institutional ‘templates’ in the wider environment — these embody 
informal, cultural elements as well as more formalized procedural elements. In 
theorizing the ‘stable’ institution, North sets out to study the interaction between 
formal and informal institutional constraints. A concern with informal 
institutional rules is often associated with a stress upon the specificity of 
institutions in time and space (as in the work of Clegg and North). This concern 
with what Granovetter refers to as ‘embeddedness’ contrasts with the 
universalist claims of proponents of the ‘efficient’ institution. 
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The concept of rules is central to new institutional anlaysis: rules guide and 
constrain action by providing information on the probable future behaviour of 
others and on the nature of sanctions for non-compliance (Knight 1992, p. 17). 
Such rules may be formal or informal and operate at many different levels 
(Ostrom 1986, p. 21). Formal rules are consciously designed and clearly 
specified - as in the case of written constitutions, contractual agreements, 
property rights, the terms of reference and standing orders of committees, and so 
on. Informal rules are not consciously designed or specified in writing — they 
are the routines, customs, traditions and conventions that are part of habitual 
action (North 1990, p. 83). Informal institutional rules are, however, distinct from 
‘rules of thumb’ in that they are recognized and shared by members of a 
community or society — they are not simply personal habits or preferences. 
Informal institutions may provide the ‘raw material’ for the development of 
formal institutions, or may contradict or undermine formal rules (Knight 1992, p. 
172). 

The study of both formal and informal rules, and their interaction, is essential 
to an understanding of institutions and institutional change. So: Institutions 
comprise a set of formal and informal rules which structure social action and are shared 
within a particular organization or community. 


Stable/dynamic 

Stability is a defining feature of institutions. Huntington (1968) defines 
institutions as ‘stable, valued and recurring patterns of behaviour’. Institutions 
stabilize expectations and structure social, economic and political life. However, 
the six vignettes give different emphasis to the relative stability of institutions; 
they also conceptualize in a variety of ways the nature and source of institutional 
change. 

In his depiction of the ‘stable’ institution, North emphasizes continuity, while 
seeing a potent source of change in the interplay of formal and informal rules. 
Proponents of the ‘mythic’ institution also focus on continuity, noting the 
tendency of dominant institutions to reproduce themselves through what Zucker 
calls the ‘contagion of legitimacy’. Proponents of the ‘efficient’ and ‘manipulated’ 
institutions argue that existing institutional arrangements will persist only as 
long as they serve the interests of utility-seeking rational actors. In contrast, 
March and Olsen emphasize that ‘appropriate’ institutional arrangements are 
never ‘closed’ or ‘complete’, but always ambiguous and in flux. The stability of 
the ‘disaggregated’ institution is depicted as dependent upon a continuing 
process of consensus and coalition building. As the interests of coalition partners 
change (in the context of a changing environment), relationships may become 
destabilized. Clegg and Sabatier pursue a similar theme in depicting the power 
of competing ‘modes of rationality’ or ‘belief systems’ to shape and re-shape 
institutional arrangements. 

All ‘new institutionalist’ perspectives highlight that institutions are not things 
but processes. Insitutional rules have to be sustained over time. An ongoing 
process of institutionalization creates stability; what drives that process is a 
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matter of debate. The vignettes variously attribute it to a search for legitimacy, a 
synergy between formal and informal rules, a process of utility-maximization, 
a process of coalition-building, or a sense of appropriateness among actors. 
Institutions change when such processes are either interrupted suddenly, 
or evolve to the extent that they produce quite different rules. Rules may 
be de-institutionalized because they no longer confer legitimacy, or cease to 
‘fit’ with a changing environment. Alternatively, an institutional framework 
may collapse because rules no longer serve the interests of dominant actors — in 
the context of changing interests and/or shifting power relations between 
actors. 

There is an institutional ‘lifecycle’, whereby rules and norms develop, become 
recognized and adhered to, and then fall into disuse, to be replaced by new 
arrangements. So: Change and stability are stages in an institutional lifecycle. 


Strategic action/norm-governed behaviour 

Amongst the vignettes there is a contrast between perspectives on institutional 
life which emphasize strategic action, and those which stress norm-governed 
behaviour. The former position assumes that individuals act intentionally, with 
the aim of maximizing their utilities. Institutions arise out of strategic action 
aimed at solving collective action problems (i.e. maximizing gains from co- 
operation). In economic life, it is assumed that the resultant institutions are 
‘efficient’, securing benefits for all. In political life, the absence of a competitive 
market means that it is possible for institutions to be ‘manipulated’ by self- 
serving ‘producers’ (bureaucrats and politicians), while the interests of 
‘consumers’ (the public) suffer. In both scenarios, changing external conditions, 
or the promise of new, more profitable institutional arrangements are likely to 
provoke change. 

While rational choice theorists assume that individual interests are prior to 
institutions, other perspectives see interests as shaped by institutions (Lane 1993, 
p. 189). Proponents of the ‘mythic’ institutions see ‘templates’ within the wider 
environment as influencing actors’ choices regarding organization form and 
practice. In their scenario of the ‘appropriate’ institution, March and Olsen argue 
that individuals’ action is norm-driven, following a ‘logic of appropriateness’ 
rather than a ‘logic of consequentiality’. Action is influenced by a sense of duty 
and obligation, rather than by anticipation of the consequences of action. 
Institutional change involves changes in the logic of appropriateness, typically 
through an evolutionary process. 

An emphasis on norms and duties implies consensus and continuity, and makes 
it hard to understand the sources of institutional change (Knight 1992, p. 211). An 
emphasis on rational action implies a selfish free-for-all and makes it hard to 
understand institutional stability and ‘robustness’ (Shepsle 1989, p. 134). New 
institutionalists face the challenge of reconciling the ‘double-life’ of institutions, 
which exist as ‘both human products and social forces in their own right’ 
(Grafstein 1988, pp. 577-8). Both rational action and norm-driven behaviour play 
important roles in an institutional lifecycle; both conflict and continuity are 
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central to institutional life. Some authors develop approaches which recognize 
the significance of both strategic action and norm-governed behaviour. Sabatier 
shows how opposing ‘advocacy coalitions’ take strategic action in the pursuit of 
different beliefs. Clegg shows how different groups compete to generalize their 
‘mode of rationality’. Majone explains that actors seek to modify institutional 
frameworks in their favour at the same time as pursuing immediate goals within 
given sets of norms. 

Neither adherence to norms nor the pursuit of selfish ends can explain all the 
stages of the institutional lifecycle. So: Strategic action plays an important role in 
driving institutional change, whilst norm-driven behaviour is a key force in sustaining 
institutional rules over time. 


CONCLUSION 


I noted at the start of the article that concern is evident within public 
administration both for the analysis of ‘new institutions’ and for the 
development of ‘new institutionalist theory’. The two enterprises are, however, 
too often conducted in isolation from one another. The challenge is to develop a 
theoretically informed approach to understanding institutions and institutional 
change in the public sector; this involves operationalizing complex and highly 
abstract concepts from new institutionalist theory. While the ‘old’ institution- 
alism was often distrustful, even disdainful, of theory, ‘new’ institutionalist 
approaches can seem vague and arcane to empirical researchers. This article 
seeks to clarify the common assumptions and key variables within new 
institutionalist thinking. Each of the ‘vignettes’ exposes a different aspect of 
institutional life and, through a process of theoretical triangulation, we arrive at a 
set of core propositions about institutions and institutional change. 

My appraisal makes clear that new institutionalism is not a single or coherent 
body of theory. Confusion over terminology and levels of analysis is rife; yet the 
variety of positions — sometimes competing and sometimes complementary — is 
actually a source of strength. Institutional analysis stands to benefit enormously 
from the surfacing of diverse theoretical and intellectual positions, in the context 
of its traditional preference for ‘common sense’, in public administration at least. 
My depiction of distinct, yet overlapping, theoretical vignettes opens up 
possibilities for the sort of multi-theoretic approach to institutional analysis 
argued for by Rhodes (1995, p. 56). The comparative critical assessment of 
different theories offers the most profitable way forward for the new 
institutionalism. 
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THE LOCAL GOVERNMENT COMMISSION: 
EXAMINING THE CONSULTATIVE PROCESS 


DAVID J. WILSON 


This article shows how a complex configuration of interests has shaped the work of the 
Local Government Commission for England (LGC). The article focuses upon the 
consultative processes associated with the work of the commission in Leicestershire and 
makes a dual contribution to our understanding of the emerging structure of English 
non-metropolitan local government. First, it provides a detailed insight into the 
consultative exercises carried out by one local authority, Leicestershire County Council 
(LCC), and explores the strategies employed by that authority in order to secure an 
optimal outcome from the Local Government Commission. Second, it argues that 
organization theory, notably the inter-organizational analysis applied by Leach in his 
work on the impact of the reorganization of local government in metropolitan Britain, 
offers the most pertinent theoretical framework for analysis. The article highlights the 
inadequacies of the consultation process around local government reorganization, 
showing that neither the efforts of the county council nor the commission itself 
stimulated a reasoned debate amongst the public. The review process did not capture 
people’s imagination; nor did it stimulate genuine debate about the kind of local 
government we want. Essentially, what this article depicts is a picture of a pragmatic 
and brutal organizational battle in which there were losers as well as winners. 


CONTEXT 


In early 1991 the government announced a review of local government structure 
in Britain. In England this review was to be undertaken by a Local Government 
Commission, established in July 1992 under the chairmanship of Sir John 
Banham. For both Scotland and Wales the review was to be undertaken by the 
respective secretaries of state, not a commission. The Scottish and Welsh reviews 
have now been completed and new unitary authorities are set to replace the 
existing two-tier structure from April 1996. In England, however, the commission 
has produced recommendations which incorporate two-tier, hybrid and unitary 
‘solutions’. Inconsistencies, even contradictions, have characterized the outcomes 
of the LGC’s consultative process. 

The English review has been heavily criticized by academics, practitioners and 
politicians. Academics such as Stoker (1993), Leach (1993a, 1993b, 1994) and 
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Stewart (1993) are, above all, critical of the fact that fundamental structural 
change is taking place without any real debate about the future role and purpose 
of local government. Practitioners have also emphasized this point. For example, 
Robin Wendt, Secretary of the Association of County Councils, observed: 


Not for the first time structure is being considered without reference to role 
and function. There is no coherent attempt to fit ‘form’ to ‘function’, still less 
to relate structure to the wider issue of central-local relationships or the 
broader issue still of the place of UK local government in Europe (Wendt 1992, 
p. 1). 


In a similar vein, Michael Clarke, then Chief Executive of the Local Government 
Management Board, told the English and Welsh Local Authority Associations 
conference in July 1993 that the review was ‘a tragedy being played out’. By early 
1994 Tory backbench scepticism, even hostility, to the commission was becoming 
increasingly vociferous. Sir Marcus Fox, Chairman of the Conservative back- 
bench 1922 Committee, told the Financial Times in January that backbenchers 
were ‘generally very concerned’ about the review. More seriously for the 
government, however, several ministers (for example, Douglas Hurd) began to 
lament the potential demise of county government. 

Three significant changes to the work of the LGC were announced in 
september 1993 by John Gummer, Secretary of State for the Environment. 
Firstly he proposed speeding up the timetable so that all reviews would be 
completed by the end of 1994. Secondly, he produced draft revised Policy 
Guidance for the commission, emphasizing the importance of greater co- 
operation between local authorities, the final version of which emerged in 
November 1993. Thirdly, Gummer proclaimed a stronger preference for single- 
tier unitary authorities than the government had hitherto expressed. This third 
change led to dramatic consequences: the government's espousal of the unitary 
solution was successfully challenged in the High Court in January 1994 by both 
Lancashire CC and Derbyshire cc. The effect of this judgement was to strike out 
the last sentence of paragraph 3 of the revised Policy Guidance. This stated: 
‘put the Government expects this (that is, a continuation of the existing two-tier 
structure) to be the exception, and that the result will be a substantial increase 
in the number of unitary authorities in both urban and rural areas’. Despite 
defeat in the High Court, John Gummer reiterated the government’s favoured 
solution: 


The aim of the Local Government Review continues to be to provide 
effective and convenient local government which takes account of 
community identities. The Government believes that unitary authorities 
will often be the best way of achieving these objectives... However there is 
no national blueprint and the Government does not rule out consideration of 
two tiers in particular circumstances, with or without changes to the status 
quo, where a strong case for this is made (DOE press release, 3 February 
1994). 
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In one respect, John Stewart argues (1993, p. 3), the LGC’s work in England 
represents an advance: ‘It explicitly moves away from the idea that local 
government structures can be imposed from the centre without detailed local 
discussion and involvement. That failing bedeviled the 1974 reforms.’ This, of 
course, presupposes both effective local consultation by the LGC as well as 
government ministers being prepared to accept the commission’s recommenda- 
tions. By early 1995 some 45 English unitary authorities had been designated by 
the government. Leicestershire was one of the counties in which a hybrid 
solution, comprising a mixture of unitary and two-tier authorities, was 
proposed. Leach and Stewart argued that it was hard to see any consistency in 
the LGC’s draft recommendations: 


The prospect that they are likely to form the basis for a major upheaval of 
local government in the areas concerned is alarming. The expectation that 
when the Commission has completed its task...it will have produced a 
coherent and stable basis for a system of local government to last well into the 
twenty-first century is looking increasingly unrealistic (1993, p. 1). 


In a similar vein Stoker (1993, p. 3) maintained, with some justification, that 
the reorganization process followed ‘not a rational decision-making process but 
rather matches what has been described as the “garbage can model of policy 
making” r 

Solutions appear to be chasing problems. The weaknesses of local government 
are redefined as participants seek to specify the problem so that their ‘pet’ 
solution appears to fit. Some emphasize local loyalties and closeness to the 
customer. Others emphasize strategic capacity and the need to run a complex 
range of services. Some talk of the difficulties of joint-working. Others about 
the potential of enabling. Solutions and problems have equal status as 
separate streams in the system (Cohen et al. 1972). 


Criticism of the LGC abounds; much of it is justified. Certainly its credibility 
was seriously threatened by the inconsistencies of its early proposals. For 
example, it is difficult to reconcile the commission’s initial proposals for a 
unitary Derbyshire outside Derby with its recommendations for breaking up 
Gloucestershire into a number of authorities and retaining the status quo in 
Lincolnshire. Tt cannot be because of the percentage of the population who 
identify with “the area of Derbyshire CC” which at 41 per cent is below that of 
most counties. Cleveland cc, at 50 per cent, is to be abolished’ (Jones and 
Stewart 1993, p. 4). The commission’s attitude towards two-tier local 
government has varied substantially. In some counties its leading recommenda- 
tion was for a modified two-tier system covering most but not all of the county, 
mainly with the exception of large urban areas. In others a modified two-tier 
structure or even the status quo was among the options. In others, including 
Leicestershire, the status quo was specifically excluded from the options put 
forward for consideration by the commission. 
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INTO LEICESTERSHIRE 


Against a background of confusion and uncertainty, the LGC arrived in 
Leicestershire in May 1993 to begin its investigations. Written submissions 
from Leicestershire County Council and the nine district councils were initially 
presented to the LGC in July 1993. In October, however, reviews were temporarily 
suspended pending the issuing of revised Policy Guidance for the commission. 
This emerged in November 1993 and the reviews of second tranche authorities 
re-commenced in December. The new timetable, amended after the judicial 
revizw in January 1994, allowed Leicestershire authorities until 8 April 1994 to 
present new submissions to the LGC. Time for additional meaningful public 
consultation was minimal. Inter-agency negotiating, largely between LCC and the 
district authorities, characterized the December 1993—-April 1994 period, the 
result being that three district authorities eventually backed LCC’s two-tier 
solution. 

The county of Leicestershire is culturally and ethnically diverse with a 
population of some 892,000, 11.1 per cent of which comprises ethnic minorities. 
The City of Leicester is the largest of the nine district authorities with a 
population of 283,700; Rutland is the smallest, with 33,400. In Leicestershire there 
are 283 parishes. Some 185 parishes have councils — including eight town 
councils — and 98 have no council but hold parish meetings which are open to all 
electors. Party political differences and often intense local loyalties meant that the 
LGC found it difficult to persuade the districts and county to present agreed 
options to the commission. The ‘local consensus’ between groups of authorities 
which the DOE sought in its revised Policy Guidance (para. 4) was elusive in 
Leicestershire although a ‘Memorandum of Understanding’ between LCC and 
three district authorities (Charnwood, Melton, Oadby and Wigston) was signed 
in April 1994 which focused on ‘retaining and improving the two-tier system of 
local government in Leicestershire’. The other six districts within Leicestershire 
initially refused to budge from their claims for individual unitary authority 
status. Chief officer initiatives, shaped by the revised DOE Policy Guidance which 
attached great importance to local consensus, was the driving force in 
developing these organizational alliances. 


COMMUNITY FOCUS 


In drawing up recommendations for change the LGC was required to have 
regard to the need: (a) to reflect the identities and interests of local communities; 
and (b) to secure effective and convenient local government. The concept of 
community has, as Gyford (1993, p. 5) points out, ‘a long history, part of which 
consists of lengthy debate over its meaning’. In some contexts it implies a 
geographically located set of relationships (for example, village communities), 
but it can also be used to describe communities of interest (for example, a 
religious community). As Gyford notes, it has also come to be used to convey 
‘implications of grass-roots accountability and organization, as in community 
planning, community architecture, community policing and even perhaps 
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community care’. The very flexibility of the concept of ‘community’ is part of its 
attraction, but it is also a complicating factor in using it as a central basis upon 
which to reorganize local government. 

Ambiguities notwithstanding, the government’s consultative paper on the 
structure of local government argued that local authorities should relate ‘more 
closely to communities with which people identify’, while its revised Policy 
Guidance to the LGC advised that ‘local authorities should be based on natural 
communities’. It also stated (para. 5) that ‘the Commission should assess the 
extent and strength of local people’s loyalties and identities, and their interests’. 
This necessitates a methodology. There were four elements to LCC's 
methodology: 


e Obtaining data on the patterns of movement of people in Leicestershire- 
work patterns, transport flow, newspaper circulation areas and school 
catchment areas. 

e Obtaining data on community affinity and loyalty derived from the MORI 
survey of community identity in Leicestershire. 

e Obtaining data on the existence of clubs, voluntary organizations, self-help 
groups and community newspapers throughout Leicestershire. 

e Obtaining data on the distribution of facilities such as banks, building 
societies, schools and leisure facilities. 


Unfortunately, the Community Index which was published in the Policy 
Guidance could be seen as more of a hindrance than a help in identifying 
communities. It lists a large number of different factors which both authorities 
and the commission are supposed to take into account in making and considering 
submissions without prioritizing their relative importance. To quote Leach: 


The elusiveness and slipperiness of the concept of ‘community’ are 
compounded rather than clarified. The central concern must be the potential 
tension between what people perceive to be their local community ...and how 
they actually behave in terms of journey patterns, use of facilities, etc. Factors 
such as the appearance of a name in the Doomsday Book or the existence and 
identity of a Football League team must surely be of secondary importance 
(1993a, p. 33). 


‘Community’, like ‘public opinion’ is, then, an ambiguous concept; this 
ambiguity provides ample opportunity for self-protective interpretation by local 
authorities. LCC argued that within the county there was a set of interacting and 
interdependent communities which could not be sensibly fragmented. It 
maintained that sense of community, although significant, was much less 
important than quality of services and cost of services. Not surprisingly, the 
Leicestershire branch of the Association of District Councils strongly disagreed 
with the county’s stance: 


It is hard to take seriously any historical account which endeavours to 
ignore the political and administrative history of the past eight hundred 
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years or so and incorporate the separate areas of Leicester City, Rutland, and 
the distinct main towns of the traditional County of Leicestershire into one 
amorphous artificial entity and then assume a commonality of identity for 
such a collective area which has, in fact, only been in existence for nineteen 
years. This cannot even be regarded as biased interpretation: it is factually 
incorrect and would be regarded as such by any historian (ADC 1993, p. 3). 


The ‘real politik’ of the situation was clear. Leicestershire authorities believed 
they were fighting for survival. Every opportunity was made to denigrate 
perspectives other than one’s own. The local press was full of claims and 
counter-claims about ‘natural communities’ as each authority attempted to 
emphasize its case. Selective interpretation of available data became the norm 
and this was facilitated by the ambiguities associated with the concept of 
community. 


A FRAMEWORK FOR THE ANALYSIS OF THE LOCAL 
GOVERNMENT REVIEW 


How are we to make sense of the pragmatic and brutal organizational battle over 
local government reorganization in Leicestershire? The metaphor of the policy 
network has superficial attractions (see for example Rhodes (1988), Marsh and 
Rhodes (1992)). However, Kenis and Schneider have argued that: 


... the term network should be reserved for specific organizational modes of 
policy making... A policy network is described by its actors, their linkages 
and by its boundary. It includes a relatively stable set of mainly public and 
private corportate actors. The linkages between the actors serve as 
communication channels and for the exchange of information, expertise, 
trust and other policy resources. The boundary of a given policy network is not 
primarily determined by formal institutions but results from a process of 
mutual recognition dependent on functional relevance and structural 
embeddedness (1991, pp. 40-2). 


Hanf and O'Toole go further and argue that the term network should be 
applied only to intended and purposive interaction: 

The term network...can be used to refer to situations in which interaction 
among individual organizations is deliberately sought or promoted for its 
purpose of effective policy co-ordination or joint action in pursuit of a common 
objective. In this sense, inter-organizational co-ordination involves intervening to 
promote the kinds of interaction deemed appropriate for achieving the necessary 
concerted effort (1992, p. 170). 

Such conceptions of a policy network are certainly not appropriate tools of 
analysis for the conflictual and highly charged circumstances of the local 
government review in Leicestershire. While it is true that Rhodes develops a 
typology of networks which range along a continuum from highly integrated 
and stable policy communities to fragmented and unstable issue networks (Rhodes 
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1988) none of these provides a perfect fit although issue networks perhaps have 
greatest resonance. Issue networks are characterized by Thurber (1991, p. 323) as 
‘fragmented, open, and extraordinarily complex systems not well suited to 
resolving conflicts or reaching decisions quickly’. Rhodes’ definition emphasizes 
the broad distribution of influence throughout a wide number of organizations, 
and the absence of interdependent relations between the various actors. Both 
these characterizations are broadly congruent with the experience of the local 
government review in Leicestershire. 

However, given the competitive nature of the review process, the inter- 
authority conflicts which it generated, and the fact that the dominant interests — 
the county and the districts — had very little contact during substantial parts of 
the review process, it can be argued that policy networks, which typically 
emphasize features such as stability, the voluntary exchange of resources and 
trust, do not provide the most appropriate theoretical underpinning. The 
organization theory on inter-organizational analysis, particularly the seminal 
work of Benson (1975, 1980, 1982) which has been applied by Leach in his work 
on the impact of the reorganization of local government in the metropolitan areas 
(Leach et al. (1992); Leach and Game (1991) and elsewhere (Leach 1980) offer a 
more pertinent theoretical framework. 

Benson’s interpretation of ‘resource dependency’ is one which recognizes 
much more explicitly the possibility of conflict in inter-organizational relations. 
This position can be summarized as follows: 


... interactions at the level of service delivery are ultimately dependent upon 
resource acquisition. Considerations of resource adequacy determine, within 
fairly restrictive limits, the nature of interactions in the performance of 
mandated functions...it is assumed that organization decision makers are 
typically oriented to the acquisition and defense of an adequate supply of 
resources ... Two basic types of resources are central to the political economy 
of inter-organizational networks. These are money and authority (Benson 
1975, pp. 231-2). 


He goes on to argue (pp. 232-3) that this orientation tends to lead to a number of 
operational decision criteria or decision rules governing inter-agency relations: 


(i) The fulfilment of programme requirements 
. agency officials are reluctant to undertake tasks or to tolerate 


practices of other agencies which interfere with the fulfilment of present 
programmes. 

(ii) The maintenance of a clear domain of high social importance 
... administrators are oriented to the maintenance of a clear-cut, 
uncluttered claim that includes a set of important activities. 

(i) The maintenance of orderly, reliable patterns of resource flow 

.. Organizations are oriented to see that the support network operates in 

a predictable, dependable way that permits the agency to anticipate an 
adequate and certain flow of resources. 
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(iv) The extended application and defense of the agency's paradigm 


... Participants are committed to their agency's way or doing things — to 
its own definitions of problems and tasks and its own techniques of 
intervention. 


Benson distinguishes between ‘equilibrium’ situations, where a policy domain 
is structured in such a way that the individual organizations are able to sustain 
adequate supplies of money and authority without competition or domain 
disputes, and non-equilibrium situations in which individual organizations are 
forced into competitive situations in which they have to actively defend these 
resources. Reorganizations typically provide examples of such ‘non-equilibrium’ 
situations; by their very nature they constitute a re-ordering of resource flows 
and domain responsibilities. Benson acknowledges this link in a later paper. 


Reorganizations must be understood in relation to contradictions and crises of 
the (policy) sector which in turn are connected to the contradictions and crises 
of the social formation. The significance of reorganizations depends upon the 
levels of sectoral structure which are involved. Some reorganizations are 
merely superficial rearrangements of domains and authority relations which 
leave a basic policy paradigm undisturbed. Some change policy paradigms 
and administrative arrangements but leave the deep structures intact. Others 
involve more fundamental shifts in the interest-power base and the rules of 
future selection... Reorganizations, especially the deeper ones, can be 
usefully studied as mappings of the sector’s structure and of its ties to the 
larger social formation (1980, p. 41). 


It is contended that this kind of interpretive framework - reorganization 
characterized as a potentially disruptive process in which organizations strive 
to protect resource flows and domains of responsibility in a competitive and 
often conflictual situation ~ is a more appropriate analytical tool in the context of 
this article than the policy networks literature. Organizations in competitive 
situations will often seek allies, not for any esoteric or ideological reason, but 
primarily to defend their own (threatened) interests. It is in this context that the 
consultation processes carried out by Leicestershire County Council (see below) 
can most productively be understood. 


CONSULTATIONS: A STRATEGY FOR POLITICAL LEGITIMACY 


The strategies of LCC were focused upon two primary objectives in the battle for 
‘air supremacy’. Firstly, it pursued a strategy of consultations which were 
ostensibly aimed at giving a range of groups within the county the opportunity 
to voice their opinions on reorganization. As will be argued later, however, in 
reality these were aimed at strengthening the county’s claim to political 
legitimacy by winning allies at grass-roots level and by marginalizing support 
for the district councils. The consultation process by LCC was an exercise in 
political legitimacy that aimed to out-flank the districts. Secondly, the county 
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council, in collaboration with its most dangerous opponents (Rutland DC and 
Leicester City Council), commissioned a MORI poll. This was a calculated risk by 
each actor in a bid to win the information war that surrounded the battle for 
political legitimacy. 

Leicestershire County Council’s consultation comprised six elements: 

(1) Consultation meetings with parish and town councils/parish meetings. 

(2) Consultations with representatives of various sections of the community 
(business, ethnic minority groups, etc.) and organizations with respon- 
sibilities in specific areas (health, voluntary bodies, etc.). 

(3) Distribution of the council’s consultation booklet, A Fresh Look at Local 
Government, to every home and business throughout Leicestershire. 

(4) Public consultative meetings. 

(5) Conferences with parish and town council representatives on proposals 
for delegation of responsibilities. 

(6) A conference of statutory and other committees involving representatives 
from the business community, voluntary sector and other Leicestershire 
organizations. 

Each of these six elements is examined below: 


Consultation meetings with parish and town councils/parish meetings 

The county’s search for organizational allies initially focused on parish/town 
councils. Fourteen meetings were held throughout the county in September and 
October 1992 with representatives of parish and town councils/parish meetings. 
These meetings introduced the nature of the review process and possible options 
for change. A further ten meetings with individual parishes were subsequently 
held at their request. As noted earlier, the parishes were central to LCC’s strategy 
and they were consulted first because they were perceived to be particularly 
friendly towards the county. Organizational alliances were necessary for survival 
and the intergovernmental focus of these organizations was particularly useful in 
strengthening the political legitimacy of the county. Parish/town councils were 
courted by LCC with the aim of developing coalitions with these local 
communities as a ‘pincer’ movement on the district authorities. Given their 
initial determination to secure unitary authority status the districts were not at 
this point in time perceived as potential allies for the county. 


Consultation meetings with representatives of community organizations 

As the consultation developed, discussions with the business, commercial, 
industrial, health and voluntary sectors began in late 1992. Consultations took 
place with over thirty representative organizations in fields such as health, 
education, sport and leisure and with organizations representing the voluntary 
sector and the various ethnic minority communities. These meetings invariably 
focused on specific elements of future service delivery and were heavily 
influenced by various professional policy networks (see Rhodes 1988). Initial 
discussions led to further interactions with three groups: voluntary sector bodies; 
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representative organizations in the ethnic minority communities; representative 
organizations in education. The purpose of these consultations was to emphasize 
the territorial significance of the county to the activities of these organizations. 
The aim was to focus political legitimacy at county rather than district level. 


Distribution of LCC's consultation booklet throughout Leicestershire 

Before starting its programme of public consultation meetings, LCC distributed 
some 340,000 copies of its booklet A Fresh Look at Local Government to both homes 
and businesses. This explained the function and process of the review and 
included a freepost tear-off reply card in order to try and encourage members of 
the public to make their views known to the county council. The breakdown of 
support for different structural options, as indicated by the 434 reply card 
responses, is set out in table 1. 

In addition 450 cards were received seeking more information or making 
general points on the review or on services. A total, then, of 884 cards were 
returned from the 340,000 consultative booklets circulated (that is, only a quarter 
of 1 per cent). This suggests huge public disinterest in the subject. Yet according 
to the LCC’s evidence to the Commission (LCC Submission Supporting Papers Vol. 
1, p. 21), this correspondence ‘provided the council with some extremely 
valuable feedback which has been taken into account in framing the county council's 
submission to the Local Government Commission (my emphasis). The fact that LCC 
was able to undertake such an extensive exercise highlights its territorial 
dominance. The poor response serves to emphasize that the issue was focused 
around intergovernmental concerns which were largely remote from the day-to- 
day interests of the population. 


TABLE 1 Support for various structural options in Leicestershire 


Option Level of Support 
% 

Improve the present system 46 (189 cards) 
Countywide unitary 35 (154 cards) 
District unitary 16 (70 cards) 
Two unitary authorities (one for the City of 2.4 (10 cards) 
Leicester and one for the rest of Leicestershire) 

Against extension of City Boundaries 14 (6 cards) 
Three unitary authorities (County, City, Rutland) 1.2 ( cards) 


Source. LCC Submission, Supporting Papers Vol. 1, p. 20. 


Public consultation meetings 

Some 25 public meetings, advertised both in the booklet cited above and in the 
local press, were held in March and April 1993. Three additional public meetings 
were also organized at the request of local communities. Attendance at these 
meetings ranged from seven to 78 and averaged 25. The meetings were chaired 
by independent people, not council employees, and while discussions were 
invariably wide-ranging a number of core themes were repeatedly raised such 
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as: the likely costs of the various options and the review process itself; concerns 
about duplication of service provision; the role of parish and town councils in 
any new structure; the future of the education service, both nationally and 
locally. Senior LCC staff were always in attendance at these meetings. 


Conferences with parish and town council representatives 

Four conferences for representatives of parish and town councils were held in 
April 1993, the primary purpose of which was to provide opportunities for 
discussion of the county council’s Draft Code of Practice on Delegating 
Responsibilities to Parish and Town Councils which provided for a strengthening 
of the role of parish/town councils. While other review matters were discussed 
these meetings concentrated largely on the positive aspects of LCC’s proposals for 
working with parish and town councils. As noted earlier, the parish council 
dimension of inter-organizational alliances was initially seen as particularly 
important by LCC who saw the maintenance of support amongst local 
community influentials as an important plank of its strategy, particularly in 
the context of its ‘pincer movement’ on the districts. 


A conference for statutory and other committees 

A major conference on the review, held in May 1993, provided an important 
vehicle for networking by professionals from a wide range of bodies. The 
delegates, drawn from almost a hundred representative organizations in the 
county, were addressed by David Thomas, one of the investigatory local 
government commissioners for Leicestershire. Following this meeting several 
submissions were made directly to the commission by those attending, and some 
organizations arranged subsequent meetings with the LGC. Again, this implicitly 
stressed the geographic significance of the county over individual districts, and 
sought to gain allies in the county’s battle for political legitimacy. 


Over a ten-month period, therefore, LCC utilized a variety of strategies to 
sound out opinion in the county prior to submitting its initial proposals to the 
LGC. This paralleled similar, if necessarily less extensive, efforts by most of the 
nine district councils. It was, however, extremely difficult to stimulate grass roots 
interest in the consultative process although special interest groups (via 
professional associations) did not hesitate to put forward their views. In 
practice, outside the City of Leicester and Rutland, discontent with the existing 
two-tier structure was not widespread. Finding friends for LCC was best done at 
the ‘lowest’ level by gaining support from parish/town councils which were 
invariabily more disenchanted with the districts than the county, often as a result 
of having limits placed on their activities by the district councils themselves. 
Hence, the county council was able to exploit the legacies of existing 
relationships in order to develop its own inter-organizational strategies. 

In seeking to enhance its own share of political legitimacy, LCC used the 
consultative process to emphasize the geographical wholeness of the county and 
to exploit the territorial limitations of the unitary proposals being put forward by 
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the districts. Consequently, it concentrated its efforts on developing an alliance 
(with the parish/town councils) that could effectively claim a supremacy over 
the more territorially restricted areas of the districts. In addition, it sought to 
attract the support of a wide range of county-based voluntary groups whose 
funding and organizational arrangements could be compromised by the 
disintegration of the county into unitary authorities. The LCC consultation 
process had everything to do with developing a network of alliances that 
concentrated political legitimacy in favour of the status quo. 


THE MORI POLL: THE WAR OF INFORMATION 


The initial DOE guidance to the LGC emphasized the development of a 
Community Index in which responses to a direct survey question on community 
identity would be but one element; other elements might include travel-to-work 
patterns, shopping patterns, use of school and leisure facilities. It appears, 
however, from the commission’s reports on the first tranche review areas, that 
the attempt to construct such an index was soon abandoned: 


The Commission believes that it is better to address the question of 
community identity directly, through opinion research among local residents, 
rather than to rely on inferences drawn from some form of community index. 
These would be open to challenge on at least three grounds: the scoring of 
each factor, the relative importance or weighting, and the inferences to be 
drawn from the results (Local Government Commission 1993b). 


The MORI organization was widely used by both local authorities and by the 
LGC in determining local views but such surveys represent only a very limited 
form of consultation. As Gyford (1991, p. 102) observes: ‘An opinion survey may 
uncover the facts but group discussions or unstructured interviews are more 
useful for exploring attitudes and perceptions’. There is also the critical issue of 
how the survey findings are to be interpreted and what weight should be placed 
upon them. Gyford cites Newcastle upon Tyne City Council's reflections on one 
of its consumer surveys: 


The subjective perceptions of a service bear no necessary connection to that 
service’s or authority’s objective performance, efficiency or success. A good 
service, by any objective standard, might forever be unfavourably perceived 
because expectations are inappropriate. Measurements of dissatisfaction 
might tell us more about people’s aspirations for what ‘should be’ than 
their opinion of ‘what is’... Whether these opinions are subsequently judged 
to be appropriate by some other yardstick is a separate issue (emphasis in 
original) (1991, pp. 102, 103). 


Nevertheless, despite widely accepted limitations, MORI poll findings have 
invariably been at the core of the submissions made by local authorities and have 
been regarded by the LGC as a very important source of information. The MORI 
study, Community Identity in Leicestershire, was commissioned jointly by the 
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county council, Leicester City Council and Rutland District Council, and 
supported by three other district authorities. The interviewing, carried out in 
May and June 1993, closely followed the model for MORI’s earlier research on 
community identity conducted for the LGC in Derbyshire. In Leicestershire 3,449 
interviews were conducted at 287 sampling points with at least 300 people from 
each of the nine districts (over 500 in the City of Leicester) being interviewed, a 
sample size almost double that in Derbyshire. 


TABLE 2 Most important factors determining local 
government structures in Leicestershire 


Question: Which three of these factors, if any, do you think 
should be the most important in deciding the local 
government structure in your area? 


Quality of services 


Responding to local people’s wishes 
Cost of services 


Baa x 


Source: MORI, June 1993. 


TABLE 3 The single most important factor in deter- 
mining local structure 


Question: Which do you think is the single most important? 


Level of information provided about services 
Sense of local community 

Ease of contacting the council 

Size of population covered 

Location of council offices 

Ease of access to local councillors 

Historical or traditional boundaries 


mh NO mmm O O aR 


Source: MORI, June 1993. 


The crucial question for the network of authorities which commissioned the 
report was how much information could the MORI poll provide them with as 
ammunition to support their own strategies in the battle against the others? The 
MORI survey shows that, taking the county as a whole, relatively little weight (4 per 
cent) was given by respondents to community identity as a factor for change. As 
table 2 indicates, quality, responsiveness and cost of service were perceived as 
the most important determinants relating to new structures. Table 3 shows the 
same three factors well ahead of other options which have a democracy- 
/accountability focus. It could be argued that the clear dominance of the more 
pragmatic options makes any reorganization debate irrelevant. While these 
figures are aggregate responses from all authorities it is interesting to note that 
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even in Rutland, with its long-established sense of local identity, responses on 
these two questions were not markedly different from those in other districts. 

Turning to local ‘sense of belonging’, however, Rutland was distinctive from 
other district authorities, not only for its own ‘high’ of 80 per cent but also 
because of its marked lack of enthusiasm for the county. Table 4 examines 
‘feelings of belonging’ in each of the nine district authorities. From an inter- 
organizational perspective these figures emphasize the legacy of earlier 
relationships between the levels of local government involved. 


TABLE 4 Community identity in Leicestershire 


Question: How strongly do you feel that you belong to 
[district/county]? 
District County 
[very/fairly strongly] 
% % 
Blaby 53 73 
Charnwood 52 58 
47 65 
Hinckley and Bosworth 58 58 
Leicester City 76 52 
Melton 50 51 
North West Leicestershire 55 55 
Oadby and Wigston 73 60 
Rutland 80 25 


Source. MORI, June 1993. 


Not surprisingly, the MORI findings saw both Rutland and Leicester City 
emphasizing the ‘community identity’ strand while LCC focused on quality, 
responsiveness and costs of services in their submissions to the LGC. Most 
districts were able to utilize some parts of the MORI survey to help substantiate 
their case. Indeed, almost any option put forward could claim to meet (to a 
greater or lesser degree) a test of community identity. 

What the MORI survey did show was that Leicestershire residents’ sense of 
belonging to villages and nearby towns was particularly strong (see table 5). This 
perceived commitment to immediate locality helped to shape the county’s case. 
The poll data could not in itself have been used to initiate policy for LCC or any 
district authority simply because the findings were not received until a few days 
before the initial July 1993 submission deadline. It was, however, a strong 
vindication of the county’s strategy of forging links with the levels of 
government that could claim the most political legitimacy. In its submission, 
LCC proposed the creation of more town councils and the delegation of more 
services to local councils. This strategy took into account strongly held views at 
both town and parish level, thereby further securing its strong base of support at 
this level and maintaining the pincer movement on the districts. 

The presentation of submissions to the LGC revealed inter-authority tensions 
especially (but not exclusively) between county and districts. For example, 
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TABLE 5 Community identity: an overview 
Question: How strongly do you feel that you belong to each of the following 
areas? 


Very iiia ii strongly 
(1) This neighbourhood (urban)/village/ 78 
nearest village (rural) 
(2) This town or ike nearest town 66 
(3) The county of Leicestershire 56 
(4) The borough/district of (name) 56 
(5) City of Leicester 54 


Sample (1) all 
(2) all except Leicester 
(3) all 


(4) all except Leicester 
(5) Leicester and ‘surrounding 
Districts’ 


Source: MORI, June 1993. 


despite the strong community identity evident in Rutland, LCC observed in its 
initial submission to the commission (para. 6.29) that it ‘does not believe that a 
small District Council, with a thinly spread rural population and with the ability 
to command only minimal financial resources, could become a true unitary 
authority.’ In its final report (April 1994), LCC similarly observed (para. 6.10): 
The viability of Rutland as a Unitary Authority, with a small and sparse 
population (33,100 at 0.8 persons per hectare) and very limited resources, has to 
be rigorously questioned in terms of effective and convenient local government?’. 
The interests of Rutland (aiming to become a small unitary authority) ran 
counter to those of the county (concerned to maintain the status quo). Likewise, 
in the context of the City of Leicester, the county argued that creating a city 
unitary authority on the basis of the existing boundaries would fail to recognize 
its future needs. It quoted the commission’s own progress report: ‘It would be 
unfortunate if the current review were to result in powerful and new authorities 
in the urban areas, but then entrap them within tight boundaries which allow no 
room for growth or development’ (LGC 1993a, para. 52). 

Relationships between LCC and the district authorities were not, however, 
universally acrimonious as evidenced by Melton, Charnwood and Oadby and 
Wigston ultimately signing a ‘Memorandum of Understanding’ with the county. 
The importance of the LCC/district council interactions in the second stage of the 
consultative process between January and April 1994 needs to be emphasized. 
Caught within the pincer movement, several districts surrendered territory and 
switched sides on the understanding that they would retain the status quo. 

In the context of ‘community’, for many Leicestershire people ‘membership of 
a particular ethnic community is as important as, or more important than, 
membership of a geographically based locality’ (see LCC Summary, para. 2.14). 
Table 6 illustrates the range and number of countywide representative 
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TABLE 6 Number of Countywide associations, 
organizations and societies in Leicestershire 


Agriculture 4 
Armed forces 8 
Arts 13 
Environmental 7 
General interests 49 
Health 10 
Industry and commerce 33 
Older people 6 
Religion and culture 16 
Sporting 88 
Voluntary 56 
Youth 17 
Total 307 
Note: Some 30 of the above serve ethnic minority 
interests countywide. 


Source: LCC Summary, para. 2 14. 


organizations in Leicestershire. In contrast there are relatively few organizations 
based solely on current district councils except in the City of Leicester where 
group activity is very strong (see Stoker and Wilson 1991). 

The findings concerning loyalty to village or local town are very much in line 
with findings from earlier reviews in most other areas (except Durham where 
different poll questions were asked). The logic of such widespread support for 
immediate localities ought to mean that whatever else it recommends, the 
commission should come forward with proposals for a greatly strengthened 
governmental (as opposed to consultative) role for neighbourhoods, villages or 
towns. Yet the commission’s actual response has been totally inadequate. What 
we have been given are proposals ‘to enhance the role of parish councils (though 
not their statutory powers) to introduce “local charters” to safeguard parish 
council rights and to establish parish councils in areas where they do not exist’ 
(Leach 1994, p. 13). The Conservative government's opposition to granting more 
governmental powers to town and parish councils can perhaps be seen as a 
reaction against the perceived danger of allowing more formalized centres of 
Liberal Democrat strength and achievement. The ‘independent’ commission was 
more than aware of this. 

The information war fought through the MORI poll, therefore, was equivocal in 
its outcome. It provided competing information that was of value to all actors 
and did not significantly further the interests of any one faction. The alliance of 
county and parish/town councils was able to point to an absence of support for 
the existing districts, thus supporting their claim for the status quo (possibly with 
marginal enhancements to the powers of the lowest tiers of local government). 
On the other hand, some districts were able to use the same information to 
indicate the remoteness of the county. Consequently, the MORI poll, far from 
being the enlightened mediator of public opinion on reorganization in fact 
contributed to an information stalemate. Although it ostensibly offered to act as 
an impartial arbiter between the competing factions of the network, it further 


© Blackwell Publishers Ltd 1996 


> 


THE LOCAL GOVERNMENT COMMISSION 215 


entrenched the positions of the different sides. The MORI poll, a central figure in 
the LGC process, was, at this point in time, unable to significantly influence its 
deliberations. 

Both the consultation process conducted by LCC, and the MORI poll sponsored 
by the county and various districts, were designed especially to argue the case 
for political legitimacy. In the end, the inconclusive and ambiguous results of the 
poll allowed all parties to claim that their political legitimacy was greater than 
that of their opponents. Leicestershire County Council argued in its initial 
submission to the LGC that there was a powerful case for retaining the present 
two-tier strucure ‘given the views of the public, the system’s strengths, the scope 
for future improvements, and the costs of change’ (LCC Summary, para. 5.22). In 
its final submission (April 1994) LCC emphasized that ‘after evaluating all the 
options, the county council has concluded that the case for change in 
Leicestershire has not been made and re-affirms its original submission. 
Worthwhile improvements for the benefit of all Leicestershire people can be 
made within the existing system. Indeed, the benefits of closer working with 
parish and town councils, district councils and other agencies are already being 
realized’ (para. 1.6). Alliance building had already produced some tangible 
outcomes. 


THE COMMISSION’S CONSULTATIONS 


In his ‘Foreword’ to the LGC’s draft recommendations, The Future of Local 
Government in Leicestershire June 1994), Sir John Banham observed: ‘Our draft 
recommendations include the proposal that two new all-purpose ‘unitary’ local 
authorities be established for Leicester City and Rutland... We are not proposing 
any change to the present structure in the rest of the county.’ 

Following the publication of the LGC’s draft recommendations a nine-week 
consultation period ensued in which all households in the county were sent a 
leaflet setting out three possible options for the future structure of local 


TABLE 7 The LGc’s public consultation exercise: respondents by district 


BI Ch HA HB City Me NWL OW Rut County (%) 
Total 


City, Rudand 536 636 465 323 909 276 262 401 1625 

and 2 tier 

City and 2 tier 212 247 198 136 257 181 130 175 592 2128 (14) 
5 Unitaries 204 279 190 190 172 66 248 115 95 1559 (10) 
Status quo 1023 1141 367 537 962 173 305 582 279 5369 G4) 
Other options/ 105 152 110 50 184 64 235 62 138 1100 (7) 
no preference 


5433 (35) 


TOTAL 2080 2455 1330 1236 2484 760 1190 1335 2729 15599 (100) 


Key: Bl = Blaby, Ch = Charnwood, Ha = Harborough, HB = Hinckley and Bosworth, City = Leicester 
City, Me =: Melton, NWL = North West Leicestershire, OW = Oadby and Wigston, Rut = Rutland 


Source: LCC, Report of Policy and Resources Committee, September 1994. 
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government. These proposals were in the form of a draft recommendation 
(option 1, outlined above) and two alternative structures. The county council at a 
meeting in June 1994 expressed its ‘profound dismay’ that the commission’s 
leaflet to households did not identify the option of retaining the status quo. In the 
latter stages of the process (from June 1994 onwards) local MPs became the 
county’s major focus of attention in the hope that these ‘friends at court’ could be 
persuaded by the ‘status quo’ argument and lobby government accordingly. 
Failure by the LGC to provide a ‘status quo’ alternative saw LCC shift its focus of 
pressure from the commission to local (largely Conservative) Members of 
Parliament. 

A total of 15,599 people throughout the county responded to the commission’s 
consultation exercise which was administered by NOP (National Opinion Polls), 
either by filling in a questionnaire in the LGC leaflet sent to households, or by 
letter. As Table 7 shows, some 35 per cent of the respondents supported the LGC’s 
draft recommendations — unitary status for Leicester City and Rutland DC, status 
quo elsewhere with the inhabitants of Rutland exhibiting greatest enthusiasm for 
change. But 34 per cent of those responding opted for no change even though the 
status quo was not proposed by the LGC as an option for Leicestershire. The NOP 
data was, however, unweighted. It took no account of the relative size of the 
districts from which the response came. The overall totals were skewed by 
disproportionate district response rates. For example, although Rutland 
represents only 3.6 per cent of the county’s population, it supplied 17.5 per 
cent of the respondents. In volume terms the effect was particularly marked in 
that there were 245 more respondents from Rutland than from Leicester City 
which has a population nine times as large. Weighting the responses in order to 
satisfy the population distribution of Leicestershire changes the percentage 
supporting the LGc’s draft recommendations from 35 to 32 per cent, and the 
percentage in favour of the status quo from 34 to 38 per cent. These figures must, 
however, be seen in context given the very low response rate to the commission’s 
leaflet: 2.4 per cent of all Leicestershire households. In the commission’s own 
words it found: 


...no groundswell of opinion that local government in Leicestershire needed 
drastic reform ~ indeed there was strong support for the present structure. 
This partly reflects the nature of the area but also a general feeling that in the 
past the two tiers have worked well together. There are also some special 
features that may not apply in other county areas, particularly the 
coterminosity of the County Council, Health Authority and Training and 
Enterprise Council areas. All this combines to create a strong feeling that 
successful county services should not be broken up unnecessarily (LGC 1994, 
para. 91). 
Notwithstanding, the commission proceeded to put forward for consultation 
three options, none of which was the status quo. Its preferred solutions for both 


the City of Leicester and Rutland were confirmed by the secretary of state and 
approved by Parliament in 1995. In March 1995 John Gummer announced re- 
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reviews for 21 areas (none in Leicestershire). He ordered a new local government 
review under a reconstituted Local Government Commission with a new 
Chairman (Sir David Cooksey) to assess the claims for unitary status from 21 
named towns and districts. This raft of re-reviews, the results of which are 
scheduled for December 1995, heralds a further period of uncertainty for English 
local government. 


CONCLUSIONS 


This article has shown how the various tiers of local government influenced the 
agenda for reorganization in Leicestershire and fought out a strategic battle for 
legitimacy. In understanding the future structure of local government it is 
necessary to look beyond the rhetoric of public opinion, service efficacy, and the 
other factors which the LGC signalled as important and consider the various 
strategic inter-organizational alliances that have emerged around the issue of 
reorganization, and the resources which each has been able to mobilize in 
defence of its own interests. 

The quality of consultation was undermined by the manipulative and highly 
charged political context. Neither the efforts of the county council nor of the 
commission itself stimulated a reasoned debate amongst the public. As we have 
seen, only 2.4 per cent of Leicestershire households responded to the 
commission’s leaflet and their responses certainly did not provide a ringing 
endorsement of the commission’s preferred solution. This article shows that 
what emerged was not a reasoned debate but a brutal fight to the death. This is 
not an appropriate way to reform local government. 

The key to understanding the LGC’s review of Leicestershire is not to view it as 
a discourse of communities engaging in reasoned debate about their own 
democratic futures but as a brutal battle between carefully constructed 
organizational coalitions. The legacy of these coalitions has yet to be discovered. 
Will we, for example, witness the renaissance of parishes and see grass-roots 
communities having an increasingly powerful voice in local government? Or will 
the larger organizations abandon these coalitions once their own organizational 
future is assured in the new local government structure? If the evidence given to 
the commission is to be believed, counties such as Leicestershire are genuinely 
seeking to be more inclusive in their approach towards the parishes. But the 
analytical framework adopted here is more sceptical. Leach’s application of 
Benson’s inter-organizational analysis emphasizes the transient nature of such 
alliances which are invariably the product of short-term expediency. The need to 
survive demanded organizational coalitions which at other times would have 
been unnecessary. These were coalitions rooted not in a consensus about local 
democracy, but in a shared desire for survival. This article makes it clear that 
these temporary coalitions were a product of crisis rather than reason, and once 
the new structure of local government stabilizes, a return to the old order is 
likely. 
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‘RATIONAL’ SOCIAL REGULATION AND 
COMPLIANCE COST ASSESSMENT 


JULIE FROUD AND ANTHONY OGUS 


Since 1985 the UK government has promoted the use of compliance cost assessment 
(CCA) in order to quantify the impact on business of proposed new regulations. The 
strategy has arisen in response to a perception that there has been a tendency to over- 
regulate, and it currently forms part of a wider deregulation initiative. The paper 
reviews this development, contrasting it with the use of regulatory impact assessment in 
the US and examining the extent to which it encourages ‘rational’ social regulation. The 
authors conclude that, while the process of regulation may have become more informed 
as a result of the production of CCAs, the exercise is narrowly focused. As a consequence, 
its role in improving the rationality of the legislative process is likely to be limited. 


Eleven years ago in this journal, Baldwin and Veljanovski (1984) discussed 
important developments in American public administration, requiring Federal 
regulatory agencies to engage in cost-benefit analysis for the purposes of 
regulatory impact assessment (RIA), and the possibilities and practicalities of 
introducing a similar system in the UK. They envisaged substantial difficulties if 
the American example were to be followed. Not long after they wrote, the UK 
government did in fact introduce its own system of assessing regulatory costs. 
However, cost-benefit analysis (CBA) was eschewed in favour of a more limited, 
and perhaps less definitive, exercise, known as compliance cost assessment 
(CCA). The motive for its introduction was similar to that for RIA in the US: the 
perception that there had been a tendency to ‘over-regulate’, such that the cost of 
the rules far exceeded the benefits which they engendered. There was a need for 
a system which would ensure that compliance costs would be routinely 
estimated and taken into consideration when new regulations were first 
proposed. Compliance cost assessment was, therefore, introduced to combat 
the perceived ‘irrationality’ in regulatory policy-making. 
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In this article, we consider (section I) the nature of rationality in social 
regulation, and (in section I) forces which may drive regulation towards 
‘irrationality’. In section IH we describe the evolution of compliance cost 
assessment as a means of arresting such tendencies, contrasting it with the 
requirement of RIA imposed upon US federal regulatory agencies. In section IV 
we analyse the practice and processes of compliance cost assessment and 
conclude (in section V) with some evaluation of its role and efficacy. 


I ‘RATIONALITY’ IN SOCIAL REGULATION 


We use the term ‘social regulation’ to denote public law measures in areas such 
as health and safety, environmental and consumer protection, and which are 
deemed necessary to correct instances of market failure (Ogus 1994, pp. 4-5 and 
chs. 7-12). For social regulation to be ‘rational’ two conditions must be fulfilled. 
Firstly, judged by economic and non-economic public interest criteria, the 
relevant activity must give rise to some degree of market failure or, alternatively, 
lead to outcomes considered distributionally unjust. Secondly, a regulatory 
instrument must be selected which will presumptively minimize the losses 
arising from that failure, or — to put it in other terms — will maximize welfare as 
defined by the public interest criteria. 

It is not clear that regulation will always solve or adequately reduce the 
prevalence of a perceived problem and regulatory solutions may impose direct 
and indirect costs upon those industries which are compelled to adjust their 
behaviour in the specified manner. Therefore, it is increasingly being felt that a 
degree of balance should be achieved between the benefits the regulation is 
expected to confer and the costs which will be imposed. To this end, CBA has 
been considered to exemplify a ‘rational’ approach to decision-making and it is 
often presented as mirroring the decision-making processes of the private sector. 
Emphasis is placed upon the careful definition of goals, the exploration of 
alternative means of achieving these, including a rigorous analysis of the costs 
and benefits of each option, and then selection of that option which predictably 
will maximize the net expected benefits (Carley 1980). Decision-making, 
therefore, in theory becomes a more technical and less intuitive operation, 
with the burden of proof firmly assigned to those who propose or promote the 
regulation. Such a form of rational behaviour has been widely discussed in the 
literature of public administration starting with Simon (1976) and, more recently, 
by McGarity (1991) who sets out the characteristics of what he terms 
‘comprehensive analytical rationality’. These rational procedures are widely 
recognized as constituting an ideal form of decision-making; that is, they 
prescribe rather than explain the behaviour of officials (Smith and May 1993). 

The requirements of ‘rationality’ implicit in idealized CBA are rarely met in 
practice: knowledge of the consequences of each alternative is incomplete and 
the ability to appraise all possibilities systematically is limited (Simon 1972). Ina 
world of ‘bounded rationality’, regulators may be expected to seek ‘satisficing’ 
solutions, ie. the best that can be found within a circumscribed range of 
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alternatives. CBA studies in which some options are not pursued or in which 
certain key variables remain unquantified can be so considered. Less 
ambitiously, cost-effectiveness studies can be undertaken. 

Cost-effectiveness analysis (CEA) may be used to describe a variety of 
techniques, but in essence it seeks to determine the means of achieving a given 
outcome at lowest cost, or maximizing the benefit to be obtained from a given 
expenditure. It imposes fewer informational demands on analysts than CBA, but, 
for that reason, it does not have the potential to play the same determinative role 
in regulatory policy-making. Rather, it leaves ultimate evaluation of the 
proposals to higher-level decision-makers. Although CEA may appear to be 
less rigorous than CBA, it has been argued that it is no less objective. CBA is based 
upon a number of hidden values and assumptions, including those regarding the 
equity of existing income distribution. These are often ignored by practitioners, 
thus giving the exercise a false impression of objectivity. With CEA, the higher- 
level decision-makers may set values and priorities, sometimes explicitly 
through the political process, and the definition of costs and benefits will be 
formulated accordingly. This type of approach exemplifies what McGarity (1991) 
terms ‘techno-bureaucratic rationality’. 

To the extent that either CBA or CEA is adopted as part of the policy-making 
process, each must necessarily be subject to resource constraints, distancing them 
from the ideal model posited in theory. Thus, although in this article we identify 
the American RIA with CBA, and the British CCA with CEA, it has to be recognized 
that the mode of analysis in fact required is inspired by, but not to be equated 
with, the theoretical ideal. 


II PRESSURES FOR ‘TRRATIONALITY’ IN SOCIAL REGULATION 


Prime Minister John Major’s assertion that ‘in the past there has sometimes been 
a tendency to go too far and impose regulatory burdens well in excess of what is 
really required’ (DTI 1994a, Foreword) may not command universal support, but 
it has to be recognized that there are forces impinging on the regulatory process 
which may divert it from ‘rational’ outcomes. Indeed, there is a powerful school 
of thought which totally discredits the notion that regulation serves the public 
interest; rather it is seen as ‘commodity’ which is supplied by politicians and 
others to benefit private interests (Stigler 1971; Posner 1974). Although the theory 
may be criticized as being overtly cynical and crude (see Kelman 1988; Farber 
and Frickey 1991), it does help us to identify influences which may exert pressure 
on regulators and which therefore must be contained if ‘rationality’ is to be 
preserved. 

According to the theory, legislation laying down the general principles of 
regulation will often be cast in terms which seek to favour sectional interests by, 
for example, protecting them from competition. But how does this affect those 
carrying out detailed regulatory policy analysis — bureaucrats or regulatory 
agencies — who, to some extent at least, are insulated from overt political 
lobbying? One answer may be found in traditional notions of ‘regulatory 
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capture’ (Bernstein 1955). In undertaking the analysis and devising rules, 
regulators may be over-dependent on information provided by the relevant 
industry; and interchange of personnel between the industry and agency (or 
bureaucracy) is not unknown. 

More generally, the reputation of civil servants may be enhanced, and their 
prospects of promotion advanced by devising and promulgating new regulatory 
systems, whatever the cost implications of their initiatives. In accordance with 
utility-maximizing assumptions, bureaucrats could be considered as acting 
rationally by expanding their bureaucracies and, in doing so, enhance their 
working conditions, status and promotion prospects (Tullock 1976). This may 
combine with another characteristic of bureaucratic behaviour: faced with the 
complexity of the issues involved in CBA, the typical insufficiency of the data 
available and hence the inconclusiveness of the analysis, regulators may prefer 
incrementally to develop traditional, well-tried methods, rather than investigate 
novel solutions (Lindblom 1959; Diver 1981). A natural consequence is for 
regulatory rules within a given method to proliferate on an increasingly detailed 
basis. 


lil DEVELOPING FORMAL REQUIREMENTS FOR REGULATORY 
ANALYSIS 


In order to preserve ‘rationality’, those engaged in regulatory policy analysis can 
be subjected to formal requirements. As the discussion in section I would 
suggest, there are, in broad terms, two options: regulators may be required to 
undertake a comprehensive CBA of existing or proposed legislation; or, less 
ambitiously, some form of CEA. The American regulatory impact analysis is an 
example of the former, the British compliance cost assessment an example of the 
latter. 


(a) Regulatory impact analysis in the USA 

Some experiments in mandatory regulatory analysis had been made by the 
Nixon, Ford and Carter Administrations (DeMuth 1980), but these were 
overshadowed by President Reagan’s Executive Order 12,291, issued in 1981. 
This requires federal regulatory agencies, before promulgating new regulations, 
reviewing existing regulations or developing legislative proposals relating to 
regulations, to submit for review to the Office of Management and Budget (OMB) 
a Regulatory Impact Analysis (for general discussion see Baldwin and 
Veljanovski 1984; DeMuth and Ginsburg 1986; Heimann 1990). An RIA must 
include three main types of information: a description and, where possible, 
quantification of the potential benefits and costs; an indication of the distribution 
of these benefits and costs; and a description of alternative approaches to 
achieving the same regulatory goal at lower cost and why these cannot be 
adopted. It was intended that no proposal relating to major regulatory change 
would be implemented unless it could be shown that the benefits exceeded the 
costs. 
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The US government has continued with its policy of regulatory reform (see, for 
instance, Bush 1992, pp. 155-73), although the use of cost-benefit criteria to 
determine regulatory outcomes has generated an enormous quantity of critical 
literature dealing with the economic (Hoehn and Randall 1989), constitutional 
(Rodriguez 1988) and ethical (Grubb et al. 1984) underpinnings of the approach. 
Executive Order 12,291 has now been superseded by President Clinton’s 
Executive Order 12,866 (1993) on Regulatory Planning and Review (Pildes and 
Sunstein 1995). The basic commitment to CBA remains, but efforts have been 
made to meet some of the criticisms (Clinton 1994, pp. 171-2). The new Order 
explicitly lists ‘potential economic, environmental, public health and safety, and 
other advantages; distributive impacts; and equity’ as benefits which must be 
taken into account; and insists that ‘qualitative measures of costs and benefits 
that are difficult to quantify’ remain ‘essential to consider’. In addition, there has 
been some significant amendment to institutional procedures. The new Order 
increases public disclosure of communications between outsiders and the 
agencies, mainly to alleviate fears that the RIA process is unduly influenced by 
private interests. Further, the White House has been given explicit powers to 
resolve any conflict between the OMB and an agency and thus to play the leading 
role in determining policy outcomes. 


(b) Compliance cost assessment in the UK: the first phase 
The American experience undoubtedly exerted an influence on British policy- 
makers, (acknowledged in Young 1985), but a very different approach to 
mandatory regulatory analysis was adopted. The origins of the approach lay in 
the perception that entrepreneurs were faced with an unduly high cost of 
familiarization and compliance with regulation — somewhat misleadingly 
referred to as the ‘red tape’ problem (DTI 1991). To investigate the extent of 
this problem the Department of Trade and Industry set up a scrutiny team to: 
‘examine burdens imposed on business, especially on small business, by 
administrative and legislative requirements of central and local government’. 
Its report (DTI 1985) identified a three-fold strategy for dealing with over- 
regulation: an assessment of the costs to business of proposed regulations by 
means of CCAs; a scrutiny of these proposals by a central task force; and a review 
of existing regulations. These proposals, as endorsed by three White Papers 
published between 1985 and 1988 (Young 1985; DE 1986; DTI 1988), formed 
the basis of the government’s deregulation strategy for the next decade. The 
Enterprise and Deregulation Unit (EDU), headed by Lord Young, was established 
within the Cabinet Office as a ‘small task force in Central Government with real 
teeth’. It subsequently moved to the Department of Trade and Industry (DTI) 
where it has remained and is now known as the Deregulation Unit. Deregulation 
units were also established within individual departments, responsible for 
ensuring that CCAs were produced to a satisfactory standard and for liaising with 
the central Deregulation Unit. 

The Deregulation Unit was entrusted with the task of overseeing the CCA 
process throughout government. The assessments were to be produced for every 
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regulatory proposal which might affect business. However, unlike the American 
Office of Management and Budget, the Unit was given no powers to review the 
substance of regulatory proposals. The British system also differs from the 
American regime in two more important respects. First, the American RIAs are 
designed to control regulatory agencies which are largely independent of 
government. In Britain, regulation is delegated primarily to, and therefore CCAs 
must be formulated by, government departments. CCAs are, therefore, the subject 
of internal administrative directives and are designed primarily to assist 
government policy-making; they do not impose any formal constramts on 
what regulators may lawfully do. Secondly, British government departments are 
not required themselves to engage in cost-benefit analysis. Although some 
indication of benefits must be given, the focus is on costs, and particularly 
compliance costs. In other words, CCAs are essentially limited cost-effectiveness 
exercises. The aim is to: 


provide scope for improving the balance between costs and benefits. [The] 
procedure is intended to ensure that all proposals for new regulations to meet 
the Government’s other policy objectives have been properly considered for 
the requirements they will place on business and that, taking all policy 
considerations into account, the new regulation is justified (DE 1986, 
para. 3.11). 


(c) Compliance cost assessment in the UK: the second phase 

By the early 1990s it was clear that the deregulation initiative and the production 
of CCAs had failed to achieve the intended momentum. A DTI Efficiency Scrutiny 
Report, published in 1993, found that ‘some departments had run down their 
Deregulation Units to little more than post boxes’ (DTI 1993a, para. 5.2). Yet, as 
that report also indicated, the need for rigorous scrutiny of regulatory proposals 
was even more acute, given in particular the volume, and contentious nature, of 
legislation emanating from Brussels. 

The appointment of Michael Heseltine as President of the Board of Trade and 
the personal interest of the new Prime Minister, John Major, stimulated a 
relaunch of the initiative in 1992. Two major new dimensions were incorporated: 
departmental review of some 3,500 regulations that had an impact upon business 
(DTI 1993b, DTI 1994b), and a series of business task forces to produce both 
specific and general recommendations for deregulation (DTI 1994c). The 
Deregulation and Contracting Out Act 1994 sought both to implement a 
substantial number of specific deregulatory proposals and, more controversially, 
to introduce a power to abrogate, by statutory instrument, legislative regulatory 
burdens (see DTI 1994b, pp. 9-28). 

These developments have been accompanied by extensions to the formal 
requirements for CCAs and by attempts to give them greater publicity. Until 1993, 
they had to be undertaken in relation to regulatory reforms contained only in 
statutory instruments. In that year they became mandatory also for 
parliamentary Bills and a summary of the principal CCA findings now appears 
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in the Explanatory Memoranda to Bills as well as the Explanatory Notes to 
statutory instruments. In addition, CCAs must now be attached to the 
recommendations resulting from Committees of Public Inquiry. 

The increased use of CCAs in relation to European legislation was, as we have 
seen, regarded as crucial Where an EC Directive had been implemented by 
statutory instrument this had been subject to the normal CCA formal 
requirement. At that stage, however, the CCA could not, of course, influence 
the content of the Directive itself. CCAs had sometimes been informally 
produced by relevant government departments to assist the British government 
in negotiating Directives at Brussels, but the information had not always been 
adequate or available at the appropriate time (DTI 1993a, pp. 28-9). Efforts were 
thus made to correct these shortcomings, especially in areas such as employ- 
ment and the environment where European regulation is perceived to be more 
burdensome than that which would otherwise have emanated from Whitehall. 
The European Commission has its own system of regulatory assessment, the 
‘fiche d'impact. This was first introduced in 1986, as part of the Action 

for Small and Medium Size Enterprises (European Commission 
1986 and 1987), and now forms part of the policy known as administrative 
simplification. The fiche, like the CCA, is produced for the purpose of information 
rather than decision-making, but is now only applied where it is expected that 
proposals will have a significant impact upon business. It has been widely 
criticised within the UK for its inadequacy in addressing the issue of compliance 
costs and for not being open to public scrutiny (DTI 1993a, para. 3.13). 


IV THE PRACTICE OF COMPLIANCE COST ASSESSMENT IN THE 
UK 


In this section, we describe the practice of compliance cost assessment in the UK. 
Our perceptions are primarily drawn from analysis of a sample of approxi- 
mately 80 CCAs produced by various government departments since the 
relaunch of the deregulation initiative and from interviews with some of the 
officials concerned. 


(a) Format and scope of CCAs 
A DTI Guide (DTI 1992a) specifies the information to be provided in CCAs: 


(1) an outline of the purpose and wider benefits of the measure; 

(2) a list of the business sectors affected; 

(3) a summary of the total estimated compliance costs of the measure for all 
affected sectors; 

(4) a summary of the total estimated compliance costs of the measure for a 
‘typical’ business in the sectors principally affected; 

(5) a description of how any additional costs arising from the measure might 
affect the competitive position of UK-based businesses; 
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(6) if a different approach would have achieved the objectives of the 
proposed measure at lower cost, an explanation of why this was rejected. 


Notwithstanding increased central guidance and the supervisory role of the 
DTI Deregulation Unit, the product is highly variable. To some extent this is a 
reflection of the diverse character of the regulatory proposals. CCAs produced 
during 1992-94 cover a wide range of regulatory issues. Approximately half of 
the measures considered were at least in part the result of implementing EU 
legislation. Some affect large sections of the economy, for example the CCA on 
changes in the customs requirements brought about by completion of the Single 
Market ran to 38 pages (with expected costs of £100 million initially, followed by 
annual savings of up to £135 million) (HM Customs and Excise 1992). Others, for 
example the Undersized Lobster Order 1993, involved a relatively small area of 
industry, the relevant CCA comprising three pages and recording little expected 
cost impact upon business (Ministry of Agriculture, Fisheries and Food 1993a). 
Some involve administrative technicalities, like levies for medicinal product 
certification (Medicines Control Agency 1994) or for international air navigation 
services (Department of Transport 1994). Other CCAs deal with major legislative 
changes, such as that relating to the burden of proof in sex discrimination cases 
(Department for Employment 1993). Variation in the CCA is also a result of the 
characteristics of the departments (or even policy divisions within departments) 
and of the amount of available information about the likely impact of the 
proposed measure. 

The CCA provides only a very partial view of the overall potential impact of 
regulatory proposals upon industry. Although the main focus of the CCA is on 
business costs, the scope of the assessment is deliberately narrow even within 
this category, comprising only the direct or immediate impacts. Secondary 
effects, such as those relating to innovation, investment and growth are ignored. 
For example, the CCA relating to proposals for new testing arrangements for 
veterinary products did not include the likely impact upon the development of 
new products (Ministry of Agriculture, Fisheries and Food 1993c). In the CCAs on 
proposals to strengthen intellectual property rights such indirect effects were 
acknowledged but left unquantified. (Here, the cost of the regulation to business 
in terms of registration and supplying relevant information would be offset to 
some extent by increased protection for their own products.) 

In accordance with Item (5) of the DTI Guidelines, the CCA should indicate 
whether the proposal would hinder the competitiveness of British businesses 
entering foreign markets. This does not deal with the possibility, much discussed 
in the economic literature on regulation, that certain regulatory forms can protect 
firms against foreign and domestic competition. In any event, treatment of the 
impact on international competitiveness appears to be fairly cursory. There are a 
number of standard responses, implying intuition rather than analysis. An 
interesting case where the matter received more attention was the proposal to 
amend building regulations to improve ventilation (Department of Environment 
1994b). Here consultees argued that reduced competitiveness would result in a 
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loss of half of their workforce. The Department, however, disagreed with this 
view and stated in the CCA that competitiveness was unlikely to be affected. 

The CCAs produced reveal the difficulties and ambiguities of assessment. 
Individual firms may have considerable discretion in deciding how to comply 
with a new regulation. Costs are also likely to vary according to the size of the 
business, the age and type of capital investment and the levels of skill and 
training of workers. These and other factors may make it difficult to derive 
reliable estimates. Moreover, there may already be de facto compliance as a result 
of existing voluntary practices and only in some CCAs (for example, Department 
for Employment 1994) is there evidence that this ‘counterfactual’ issue was 
addressed. In many cases it is not clear whether, and if so how, the counterfactual 
has been allowed for. For instance, the implementation of the General Product 
Safety Directive introduces a duty on producers and distributors not to supply 
dangerous products (DTI 1994d). It is difficult to determine precisely what would 
be involved for affected businesses as the duties themselves are fairly unspecific. 
The notion of what such firms are already doing in this regard under existing 
legislation is even more speculative. In the case of the implementation of the 
Habitat and Birds’ Directives the additional implications of these measures were 
described but not quantified. It was pointed out, however, that ‘on balance costs 
will be minimal’ (Department of Environment 1994a). 

A slightly different problem emerges where it is felt that ‘typical’ businesses 
cannot be identified. In a CCA for regulations arising from the Companies Act 
1985 this meant that no quantified costs were presented (DTI 1994c). Again, this 
was qualified by the statement that the effects were likely to be ‘minimal’. 

The absence of quantified compliance costs in a number of the CCAs may well 
result from these difficulties, but they may also be explained by institutional 
factors. Some departments were expected to compile the CCA within severe time 
constraints or with only limited resources. There is also evidence that the 
‘culture’ and attitudes of the officers responsible for the work might inhibit 
quantification: some are cynical as to the value of the CCA initiative; others may 
wish to avoid the embarrassment of an ex post comparison of the estimates with 
the costs actually incurred. (Such a comparison is a possibility since departments 
are encouraged to monitor the actual compliance costs of the regulations after 
implementation (DTI 1992a)). In other cases, where it is felt that ‘meaningful’ 
numbers cannot be produced, expected costs will be described but not 
monetarized. This practice was common in many of the earlier documents. For 
instance the CCA on measures to provide more consumer protection for those 
purchasing package holidays stated that ‘there will be some significant increases 
in terms of management time but these cannot be quantified’ (DTI 1992b). 

Assessment of the social benefits of regulation does not, in principle, come 
within the scope of the CCA exercise. Nevertheless, sometimes reference is made 
to them for the purpose of a comparison with compliance costs. The CCA for the 
EC Machinery Directive provides an interesting example: when the savings from 
a reduced rate of accidents and fatalities were included, the Directive was shown 
to be ‘cost-effective’ (DTI 1994f). 
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Social benefits are, it seems, to be distinguished from benefits (or negative 
costs) which will accrue to the regulated firms themselves from the proposal. 
Estimates of the latter are important because many of the CCAs deal with 
measures which are essentially deregulatory in character. For instance, the CCA 
produced for the November 1993 Budget measures to increase registration and 
deregistration limits for VAT estimated a net total compliance saving of up to £17- 
20.5 million per annum (HM Customs and Excise 1993). This practice of 
estimating cost savings is consistent with the emphasis of the CCA exercise on 
business impacts, but it is also seen by departmental officials as having a public 
relations value, in illustrating the extent to which regulatory burdens are being 
lifted. Indeed, it could be regarded as the first step in implementing a 
programme of deregulation under which each government department had to 
meet a stipulated target for reducing regulatory costs. This was first suggested in 
the 1986 White Paper (Appendix 3), in terms of compiling departmental 
inventories of existing regulations and suggesting ‘appropriate targets’, which 
might be ‘numerical’, for reducing their size. 

If CCAs are to play a significant role in ensuring the ‘rationality’ of regulation, 
it is essential that alternative ways of meeting the stated objective should be 
considered; hence the inclusion of item (6) in the DTI Guidelines, requiring an 
explanation of why any less costly alternative was rejected. It is difficult to 
establish, from a scrutiny of CCA documents, how seriously alternatives have 
been considered. Certainly, several CCAs refer to alternative proposals, with a 
brief indication of the reasons, for example increased cost (DTI 1992b) or legal 
difficulties (Ministry of Agriculture, Fisheries and Food 1993b), for their 
rejection, but a systematic attempt to compare the compliance costs of different 
proposals is only rarely encountered. The CCA accompanying the Green Paper, 
Abuse of Market Power, (Green Paper 1992) nevertheless provides an example. 

In this CCA three ways of improving the existing legislation were considered: 
strengthening existing UK law on anti-competitive and exploitative behaviour; a 
system of prohibiting the abuse of market power, possibly based on Article 86 of 
the Treaty of Rome; and a system combining both approaches. In this case, 
however, the question of determining the best option was not a straightforward 
matter of cost-effectiveness. The cost implications were different for each option 
in terms of both the change in the number of investigations likely to result and 
the recurrent costs of complying with new legislation. The various options could 
not be assumed to achieve identical outcomes and issues such as implementation 
and enforcement were of primary importance in terms of the eventual option 
chosen. 

More generally, the importance of workability and ease of enforcement are still 
likely to bear heavily in the minds of policy-makers when they decide whether 
and, if so, how to introduce new regulatory systems. Although they may be 
considered informally, it seems likely that evaluation of alternatives is not a 
significant element of the CCA process. 
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(b) Procedure 

The CCA is prepared by the department of government responsible for 
introducing the regulatory measure. Following the formulation of draft 
proposals, members of the departmental policy unit, often aided by economists 
and statisticians, generate initial estimates of compliance costs. These estimates 
are then sent out for consultation to representatives of firms and industries that 
would bear the primary compliance costs. The nature of the consultation 
procedure varies between departments and also to some extent according to the 
nature of the proposed regulation, having regard to the number and size of 
business sectors likely to be affected. Some departments consult only with trade 
associations and other business organizations, leaving them to contact individual 
members. Others send consultation documents directly to relevant firms. 
Information can also be gained from official statistics and established contacts 
within particular industries, and these are used where possible to verify the data 
provided by business. 

There are serious limitations to the efficacy and reliability of these consultation 
exercises. First, some firms may be reluctant to respond if that would involve 
supplying confidential commercial data. An interesting example is furnished 
by the CCA on proposals subsequently implemented as the Gas (Meters) 
(Amendment) Regulations, an essentially deregulatory measure, providing a 
significant opportunity for development of new products and technologies with 
substantial export potential (DTI 1993e). As such, there would appear to have 
been obvious benefits to the firms concerned in co-operating with the DTI but it 
was reported in the CCA (para. 5) that the impact business costs could not be 
quantified as ‘manufacturers are reluctant to give any costs owing to commercial 
sensitivity’. Secondly, as has been recognized by the National Audit Office (1994, 
para. 4.30), firms normally have an incentive to inflate compliance costs. 
Although the government department may be suspicious of estimates (DTI 
1992b), in many cases it will not have access to objective data because the 
proposal covers a new aspect of the production process or a different sector and 
hence the relevance of established information sources will be limited. Thirdly, 
and more generally, there is the problem of inadequate cost information, a 
consequence of a poor rate of response to the consultation exercise. For instance, 
for the CCA relating to the amendment of cosmetic product safety, 100 
manufacturers (covering 90 per cent of the market) were asked for estimates of 
costs but only one provided a figure (DTI 1994g). 

In other cases, the information received is judged to be unusable, sometimes 
through consultees misunderstanding the limitations of the proposal. The CCA 
relating to the removal of border controls as part of the Single Market provides 
an example of this last problem (HM Customs and Excise 1992). It noted that 
many of the businesses consulted over-estimated their compliance costs because 
they included the costs of simultaneously introducing improvements to their 
operating and management systems which were independent of complying with 
the Single Market requirements. Whether this shows a misunderstanding of the 
measure or is simply a more deliberate attempt to exaggerate the costs produced 
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is not clear. Less ambiguously, the CCA for measures to implement the 11th 
Company Law and Bank Branches Directives stated that great difficulties were 
encountered in estimating compliance costs because only three respondents 
provided any feedback about costs, none of which was quantifiable (DTI 1993d). 

Once the consultation process has been completed, estimates are revised and a 
draft of the CCA is sent to the DTI Deregulation Unit for comment. In practice, 
however, the latter often may not receive a copy of the CCA from the relevant 
department until after the proposal has been acted upon. The final version is 
then produced and distributed to ‘upper tier’ policy-makers, namely ministers, 
Parliament (in the case of Bills) and committees (where a minister is bound to 
consult them before promulgating regulations). 

There is, as yet, a lack of systematic evidence on how CCAs influence policy- 
making at this level and the published guidance on the CCAs relates solely to 
their production and not to their subsequent use. The general impression is, 
however, that the system is not widely known outside government departments; 
and it is there, before final proposals emerge, that it is likely to have its greatest 
impact. Only exceptionally can cases be identified where the expected cost of the 
proposal appears to have been instrumental in leading to a change in policy. One 
such case is the proposal to implement section 43 of the 1985 Weights and 
Measures Act which would have meant that a pint of draught beer or cider 
would have to comprise a liquid pint, disregarding the non-liquid content of any 
foam (DTI 1993f). The measure was due to be implemented in April 1994 but 
some time before this it became part of the deregulation review, leading to a 
reassessment of the business costs. Section 43 was repealed under the 
Deregulation and Contracting Out Act 1994, largely on the basis of the expected 
costs of the proposal which would apparently have been passed on to 
consumers. Even in this case it is difficult to conclude that the same outcome 
would not have been reached in the absence of the CCA procedure. Clearly what 
was important was the prevailing deregulatory mood in government of which 
CCA is, of course, a part. 

Where a legislative proposal emanates from an external source the CCA may 
receive much greater attention, particularly if the government wishes to oppose 
the reform. This is well illustrated by the recent and controversial Civil Rights 
(Disabled Persons) Bill 1994, the CCA of which became the focus of fierce debates 
in the House of Commons, with its assumptions and costings being questioned 
(House of Commons 1994a, cols. 15-32). The CCA for this far-reaching measure 
contained estimates from six departments, totalling £17 billion as recurring costs, 
with an additional annual cost of £1 billion (Department of Social Security 
1994a). In the current parliamentary session (1994-95) the government has been 
consulting on a new set of measures to tackle discrimination against disabled 
people. This is aimed at strengthening employment and citizens’ rights but, 
significantly, at a lower cost than those implied in the earlier Bill (Department of 
Social Security 1994p). 
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V A PROVISIONAL EVALUATION OF COMPLIANCE COST 
ASSESSMENT 


Compliance cost assessment is a novel policy instrument and it is too early to 
attempt any definitive evaluation of its efficacy. It is, nevertheless, appropriate to 
conclude this article with some estimation of the extent to which CCAs may 
encourage ‘rational’ social regulation. 


(a) Compliance cost assessment as an instrument for ‘rational’ regulation 

Let us begin by assembling the case for asserting that CCAs do, or should, 
encourage ‘rational’ regulation. For this purpose, the CCA requirement must be 
viewed within the context of general government regulatory policy. Recent 
statements of this policy (DTI 1993c, DTI 1994a) have included guidelines for 
making ‘good regulation’ which are certainly consistent with what we have 
described as ‘rational’. Departmental officials are urged to identify the nature 
and cause of the problem, to engage (where appropriate) in risk assessment and 
to investigate possible solutions. For instance, the 1994 DTI guide “Thinking About 
Regulating’ lists ten questions for policy-makers who are considering introducing 
new measures. Proportionality becomes the principal criterion: the costs of the 
proposed solution should be justified by its benefits. 

No specific guidance is given on how to assess benefits or to weigh them 
against costs and the phrase ‘cost-benefit analysis’ does not explicitly appear. The 
contrast with the American Executive Order 12,291 is striking and was probably 
deliberate. Given the inherent difficulties, already described, of quantifying the 
benefits of social regulation, it may have been feared that imposing CBA as a 
formal requirement on government departments would result in attributing an 
unwarranted authoritativeness to the conclusions drawn. The government may 
have opted for ‘satisficing’ solutions and deemed that these could best be 
reached by the necessarily subjective and impressionistic evaluation of costs and 
benefits taking place at the ‘upper-tier’ of policy-making. At the lower, 
departmental level of policy-making, the emphasis is thus rather on a proper 
appraisal of costs through the CCA exercise. This may be rationalized as a form of 
cost-effectiveness analysis: if the same level of benefit can be assumed for the 
options under consideration, then the task is to identify that option which 
generates the lowest costs. Compliance costs do not encompass all the latter, but 
they are relatively easy to quantify and may provide a sufficiently reliable 
indicator of the burden imposed. Most importantly, decisions will become more 
informed and bureaucratic accountability is enhanced. 

With a rather different, and perhaps overly generous, interpretation it might be 
concluded that, in promoting the use of CCAs, the UK government has 
recognized the merits of post-positivist critiques of such an apparently rational 
and objective tool as CBA (Bromley 1990). Instead it has developed a more 
realistic strategy: rather than attempting such a comprehensive evaluation, it has 
undertaken a less ambitious exercise with precise and limited objectives and 
with particular audiences or ‘stakeholders’, (in this case business interests), in 
mind (Henkel 1991, pp. 21-3). 
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(b) Other explanations for compliance cost assessment 

The above rationalization is not wholly compelling even in its own terms. First, 
the compliance costs which are the subject of the requirement form only a part of 
the aggregate social costs which result from regulation. In particular, they do not 
include indirect or secondary costs, such as reduced innovation or barriers to 
competition, which may be important, not the least because those who bear 
them — primarily consumers — may be unaware of them and, in any event, are 
not well represented in the political arena where ultimate decisions are made. 
Secondly, in estimating compliance costs, the government department is 
inevitably highly dependent on information provided by firms which have a 
vested interest in the outcome of the analysis; and some degree of ‘regulatory 
capture’ will be hard to avoid. 

Our understanding of the practice of CCA exposes some further weaknesses. 
Alternatives to the proposal do not appear to receive the same degree of 
attention, thereby undermining the search for the lowest-cost solution inherent in 
‘rational’ cost-effectiveness analysis. It is of course questionable whether 
alternatives would achieve the same level of benefits, the basic assumption of 
this type of cost-effectiveness analysis. If outcomes are not comparable then the 
search for the lowest cost solution is not an objective exercise. The information 
which is obtained is often incomplete and its reliability sometimes questionable. 
Therefore, although CCAs are placed within a framework that appears to 
encourage ‘rationality’ in regulation, (cf. Carley 1980, p. 11), there are significant 
gaps between the step-by-step guidelines laying out how the exercise should be 
conducted and the actual practice as we perceive it to be. 

Against this background, the CCA system can be understood as relating to the 
ideological goals of the government, rather than to the pursuit of ‘rational’ 
regulation. In making civil servants more aware of the effects of their decisions it 
is hoped to engender some kind of cultural change in policy-making. Instead of 
being the first tool that departmental policy-makers reach for, regulation is to 
become a matter of final recourse, once other options have been examined and 
rejected. However, to the extent that the regulatory option is at the outset 
labelled ‘undesirable’, the idea of objectivity within the policy-making frame- 
work is violated. 

Whether the CCA exercise will in fact lead to the envisaged cultural change is 
an open question. There is evidence to suggest that the CCA requirement is 
resented by some departmental officials. The feeling arises not only because it 
imposes a burden on their own limited resources but also because they question 
its usefulness and relevance to the decision-making process. In particular, some 
claim that it introduces nothing new into that process — they have always had 
regard to the implications of their own actions. 

Much regulation results from political or other motives rather than from 
rational processes. In this case, CCA represents the completion of a task, 
indicating that the expected compliance costs have been taken into account. The 
policy process thus, if not inherently rational, may nevertheless be better 
informed. The mandatory production of CCAs can also serve narrower political 
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purposes. If the government is keen to placate the business sector, its legitimacy 
is enhanced if it can demonstrate that, in relation to each regulatory measure, it 
has carefully considered, and attempted to minimize, the burdens on that sector. 
And, when conducting negotiations at Brussels, its anti-regulatory stance 
becomes more plausible if supported by concrete evidence of the kind furnished 
in CCAS. 


VI CONCLUSIONS 


In this article, we have examined the development and practice of compliance 
cost assessment, a major feature of the UK government's deregulation initiative. 
What has emerged is very different from the cost-benefit analysis required under 
the American system of regulatory impact assessment in terms of the scope of 
the analysis, its institutional setting and its formal status within the legislative 
process. It is, therefore, not surprising that its introduction has not been 
accompanied by ‘radical changes in the nature of rulemaking, in judicial and 
civil service attitudes, in the parliamentary review system, in the structure of the 
government bureaucracy and in the statutory (and actual) aims of social 
regulation’ which Baldwin and Veljanovksi (1984, p. 67) considered would be 
necessary if the American model were to be adopted here. 

We have explored the question of the extent to which CCA may discipline rule- 
makers towards ‘rationality’ in social regulation. The examples given in this 
article illustrate many of the problems which policy-makers encounter in 
attempting to follow the guidance on producing and using compliance cost 
assessments. Our tentative conclusion is that, though it may encourage them to 
‘think about’ regulation in a way which reflects notions of bounded or techno- 
bureaucratic rationality, it is unlikely to achieve more than this, primarily 
because compliance costs represent only a small set of the relevant variables. The 
political value of the CCA exercise is clearer: it serves to underline the 
government's commitment to a deregulatory strategy. 
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TOWARDS A BETTER PUBLIC LAW? 


IAN CRAM AND JOHN BELL 


In the UK Constitution, the major weapon of judicial control over the exercise of 
governmental power is provided by the action for judicial review. This action serves to 
keep public bodies within the scope of the powers conferred on them by law. Prior to 
the present Law Commission inquiry into procedural aspects of judicial review, the 
matter was last examined in 1977 since when there have been significant changes in the 
ways in which governmental power is exercised and controlled. This article takes as its 
focus the Law Commission’s Report No.226 Judicial Review and Statutory Appeals and 
examines specific proposals contained therem arguing that, underlying the reforms, 
there exists no coherent vision of the future role of public law. Instead, what is revealed 
is a confused cocktail of measures in which the tension between the legitimate needs of 
public administration and the opposing requirement that government act according to 
law remains unacknowledged and thereby unresolved. There is, moreover, a 
disappointing failure to evaluate the experience of public law procedures found in 
other jurisdictions. In response to these perceived defictencies, the authors set out an 
alternative and principled account of judicial review, the central feature of which is to 
ensure that public power is subjected to an appropriate degree of judicial scrutiny. This 
alternative account is later used to inform arguments about specific reforms. In this 
regard, the valuable experience of other jurisdictions’ public law procedures is also 
drawn upon. 


INTRODUCTION 


Alongside mechanisms of oversight and control operating mainly in the 
political sphere of the constitution, judicial review ensures a degree of legal 
accountability in respect of public bodies by reviewing the legality of such 
bodies’ actions. However, it can only give rise to effective accountability if it is 
open to a broad range of parties, easy to use, speedy and cheap, and has 
remedies which are complied with. The price of such accountability will be some 
potential impairment of the speed and cheapness of implementing lawful 
decisions, but this is counterbalanced by the ability to identify unlawful actions 
and to instil a general respect for the principles of administrative legality within 
the culture of the administration. 
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It is now some seventeen years since the procedures by which an action for 
judicial review is brought were examined by the Law Commission. The 1977 
reforms (hereafter Order 53) were designed to achieve two objectives. First, it 
was hoped to bypass some of the difficulties faced by litigants when pursuing a 
claim against a public body (including making access to such bodies’ documents 
easier and increasing the range of remedies available to such persons in public 
law proceedings). Second, to recognize the opposing and legitimate interests of 
public administration, public authorities were to be protected from actions in 
certain situations. Thus Order 53 actions would have to be commenced within 
strict time limits. Moreover, the leave of a judge to pursue the action would be 
required. In addition, the litigant would have to show a sufficient interest (or 
standing) in the matter complained of before being allowed to present his/her 
case. 

Public law has grown both in stature and sophistication in the period since 
1977. Serious reflection on the direction of public law seems in order. The 
publication of the Law Commission’s Report No. 226: Judicial Review and 
Statutory Appeals marks a major contribution to the debate about the future 
development of public law in England and Wales. 

Taking as its focus the material on judicial review, this discussion sets out in 
summary form the commission’s main recommendations before examining both 
the general theme of the report and certain key recommendations in detail. Our 
basic criticism is that the report fails to give any clear direction to the 
development of public law. 


THE LAW COMMISSION’S REPORT 


The terms of reference and key proposals 

Seventeen years have elapsed since the procedures for obtaining relief in an 
action for judicial review were last considered by the Law Commission during 
which time the changing nature of public law has prompted calls for reform from 
both academic commentators and the judiciary (JUSTICE-All Souls 1988; Woolf 
1990). In recognition of this fact (and under terms of reference of its own 
choosing) the Law Commission produced a report on the reform of procedures 
and forms of relief available in judicial review proceedings. No attempt is made 
to evaluate the substantive grounds of judicial review, i.e. the principles upon 
which a court assesses the legality of a public body’s conduct. The commission 
believes that the judge-led development of substantive grounds continues to 
work satisfactorily. 

The report’s principal recommendations can be summarized as follows: 


(i) The requirement that litigants be channelled into Order 53 proceedings (as 
opposed to having the option of pursuing an ordinary or private law 
action which lack the protections for public bodies mentioned earlier) be 
maintained where (a) the challenge to the public body is solely about the 
legality of that body’s acts/omissions; and (b) the litigant does not 
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seek either to enforce or defend a claim which is wholly within private 
law. 

(ii) The present three-month time limit within which applications for judicial 
review must normally be commenced should be retained. 

(iii) The requirement to obtain leave should be retained to prevent hopeless 
applications clogging up the courts. 

Gv) Standing rules to be relaxed to allow judges a discretion to hear public 
interest challenges, that is challenges (a) by individuals and groups in 
matters which affect the public generally; and (b) by groups rather than 
specific individuals where a decision affects a particular individual. 

(v) The costs of some cases (such as public interest challenges) should be 
borne out of public funds, and that legal aid rules take account of the 
public interest in hearing a case. 

(vi) Advisory declarations (which test the legality of what the administration 
proposes before it does anything) should be possible in cases which raise 
a serious issue of law or general public importance. 


A response 

By concentrating upon procedural aspects of judicial review, the commission 
imposed upon itself what some might view as unnecessarily narrow terms of 
reference. A wider review encompassing such matters as the development of 
judge-made substantive grounds of review (which have developed considerably 
since 1977) would have been worthwhile. It is unfortunate that the commission 
has chosen not to view procedure as an enabling device, facilitating certain kinds 
of substantive outcomes. The central questions in judicial review which the 
commission’s approach leaves untouched are: what kind of scrutiny should the 
courts undertake in relation to administrative decisions and at whose 
instigation? 

A further general criticism which may be levelled at the commission is that the 
discussion makes only occasional use of relevant comparative materials. In 
particular, given the similar legal framework to be found in Scottish public law, it 
is unfortunate that the effectiveness or otherwise of contrasting aspects of 
procedure in Scotland under Rule of Court 260B(3) is not adequately evaluated. 
Although diversity between legal systems has been healthy in offering rival 
approaches to resolving problems, public law should be an area in which 
equality before the law ensures that citizens have similar guarantees against 
government action on both sides of the border. Experimentation should 
encourage proper evaluation of the results. Particularly on topics such as the 
distinction between public and private law, a comparative analysis would have 
helped inform discussion. 

As for the general approach taken by the commission, much of the discussion 
is permeated by an unresolved tension between the legitimate interests of the 
administration, such as the need to ensure the regular flow of administrative 
decisions which can be relied upon by the public and that of requiring, 
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consistently with notions of the rule of law, that unlawful acts of the executive be 
remedied in the courts. This tension is reflected in inconsistent stances within the 
package of suggested reforms. Thus, the report defends the three-month rule on 
time limits to protect the administration but is also concerned that strict standing 
rules allow administrative illegality to go unpunished. Moreover, the report’s 
endorsement of the advisory declaration opens up a wide range of potential 
actions in abstract which could impair administrative efficiency. Finally, the 
commission’s preference for retention of the requirement of leave (or preliminary 
consideration as it prefers to call it) is premised on the need to allocate scarce 
judicial resources optimally whilst its endorsement of the advisory declaration 
opens up a wide range of actions. On balance, however the commission appears 
to give most weight to the interests of the administration although, surprisingly, 
the case for such a prioritization is not developed adequately. This lapse is truly 
remarkable because it leaves untackled the central issue in judicial review — 
namely its proper role. 


THE ROLE OF JUDICIAL REVIEW: AN ALTERNATIVE ACCOUNT 


Put starkly, judicial review can be viewed either as a means of ensuring lawful 
conduct by those with administrative powers, a kind of bottom line guarantee of 
acceptable behaviour (supplemented by higher standards of the sort currently to 
be found in the varieties of Citizen’s Charter and the Code for Open 
Government), or, alternatively, as a mechanism to facilitate the efficient (in a 
short-term sense) operation of the administration. The commission leans towards 
the latter view. Even assuming that judges are well placed to evaluate what 
constitutes administrative efficiency, this stance is problematic because it 
tolerates illegal conduct on the occasions where a sufficiently ‘heavy’ 
administrative cost of amending impugned decisions can be shown. Thus, the 
leave stage is justified in terms of providing a procedure which will strike down 
applications without delay and cost for the particular public authorities 
concerned. Such thinking requires closer scrutiny. In the short term, such 
‘costs’ appear to be primarily a disruption to the regular flow of decisions and, in 
the final analysis, a quantifiable cost of correction borne by the taxpayer. Absent 
from this calculation are the longer-term benefits in the form of better 
administration which would flow from an insistence on lawful administrative 
conduct and which it could be said that all of us as citizens have an interest in 
having enforced. 

That judicial review should have as its primary focus the control of public 
power granted to the executive for use in the public benefit follows it seems to us 
from the notion of a society under the rule of law. Often no adequate contractual 
or other private law remedy exists to provide control over governmental or 
quasi-governmental activity. In their absence, substantive rules of judicial review 
ensure compliance with minimum standards in public administration. It is 
however true that judicial review is only one means of controlling public power. 
The regime of accountability closely connected to the political process for 
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example means that the scope of judicial review is necessarily limited. Equally, 
judicial review should not extend too far into the private or ‘quasi-public’ sphere 
where different considerations apply, for example control by the market or 
contract. However, the encroachment of judicial review into the sector of non- 
statutory regulatory bodies post R. v. Take-overs and Mergers Panel ex parte Datafin 
(1978) QB 815 (when the amenability of the City of London’s Take-overs and 
Mergers Panel, a self-regulatory body, to judicial review was accepted) has, on 
the whole been valuable (see Woolf (1986); Borrie (1989)). Problems remain 
however over the precise extent to which judicial review can be used outside the 
area of traditional ‘public bodies’. Moreover, as R v. Lord Chancellor, ex parte 
Hibbit and Saunders (1993) COD 326 demonstrates, the non-reviewability of 
government power when exercised through the medium of contractual relations 
remains problematic. There, although the Lord Chancellor’s Department acted 
unfairly when considering tenders to provide court reporting services, the 
applicants (who had submitted an unsuccessful bid) were unable to obtain a 
judicial review of the tendering process because the matter was essentially one of 
private (ie. contract) law. The decision ignores the substantial public law element 
in the case namely that the Lord Chancellor’s Department was carrying out its 
governmental functions and proposing to spend taxpayer’s money and should 
be seen against a background of the increasing contractorization of public 
services (see Harden 1992). The obvious and worrying implication of the ruling 
is that fewer governmental activities will be amenable to challenge under 
principles of public law. 

The Law Commission takes the current scope of the procedure of judicial 
review to establish the paradigm of the substantive issues which need to be 
regulated, but without a clearer picture of what it is that should be controlled, it is 
difficult to devise appropriate means. 

We would argue that the following constitute paradigms of the issues which 
public law should regulate: the imposition of norms, the allocation of benefits, 
the attribution of blame or sanctions. The essential character of public law 
involves both the lack of voluntary agreement to the solution reached and the 
unavoidable character of the regime imposed. Thus, even if most contracts are 
contrats d’adhesion, they are not public in character because the particular 
contracting party is avoidable in a free market. Public law involves, by contrast, 
the exercise of unavoidable power, a monopoly of force or authority in most 
cases. 

As suggested in the consultation paper which preceded the final report, there 
is a need to determine how far the private interest should be allowed to interrupt 
what a public authority conceives to be the public interest. Public law need not 
provide all the remedies for illegal acts. Many European legal systems (for 
example Italy, Belgium and the Netherlands and, to some extent Germany) have 
distinct procedures to test the legality of administrative decisions for those used 
to obtain compensation for the effects of administrative actions or decisions. 
Although there is room for bringing compensation actions as ancillary to a 
legality issue, the procedure for judicial review should continue to focus on what 
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is appropriate to the issue of enabling an individual or group to have a decision 
quashed as illegal. The specific character of this question would suggest that a 
wider range of interests should be actionable than in private law. Indeed, the 
Law Commission’s acceptance of the need for advisory declarations which test in 
advance the legality of proposed administrative action attests to the distinctive 
importance of legality as a public law issue. 

The special nature of challenging the legality of decisions taken in the public 
interest and for which there is political responsibility requires a specialist set of 
rules and principles, and judges should be familiar with them. Given that public 
law is still in the process of adjusting to the realities of governmental and quasi- 
governmental power, there is also a need for such rules and principles to be 
developed in a coherent and consistent way. Advantages exist in retaining a list 
of recognized High Court judges with expertise in public law procedures upon 
whom the courts can call to decide most judicial review cases. On the other hand, 
it must be recognized that judicial review actions are very varied in their subject 
matter and no judge can be expected to be well versed in the many different 
statutory provisions which fall to be tested. Actions for judicial review can thus 
be concerned with decisions of licensing magistrates, broadcasting regulators, 
immigration officials, prosecution authorities, local education authorities and 
even the grant of foreign aid by central government. For this reason (and because 
of the need for specialization), channelling judicial review cases to a small 
number of specialist Crown Office judges is only of minor importance in the 
design of the procedures as a whole. 

The net result is that we do need to give special consideration to the issues 
raised in judicial review cases and they require a procedure which is different, in 
important respects, from that which applies to private law issues. All the same, 
this could surely be met within a framework which is closely connected to the 
ordinary procedures in private law courts. 

The distinctness of public law procedures is justified in the report in relation to 
four main issues: exclusivity, time limits, leave and standing. 


Exclusivity 
In the landmark decision of O'Reilly v. Mackman (1983) AC 237, it was held that 
after the 1977 reforms, it would be an abuse of the processes of the court to bring 
private law proceedings to ventilate claims which essentially involved public 
law matters. In that case, an action was commenced by ordinary writ (i.e. under 
private law procedure) to protect the public law rights of prisoners to have 
decisions of Hull Prison’s Board of Visitors taken in accordance with the rules of 
natural justice (including the right to a fair hearing). The action was struck out as 
an abuse of the process of the court. Litigants who wished to query the legality of 
a public body’s acts would have to commence an action in public law. In this 
way, the special protections conferred on public authorities in public law 
proceedings would not be circumvented. 

The problem with O'Reilly which soon emerged was that no-one, least of all 
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the courts, was sure what the distinction was between the nature of public law 
rights on the one hand and private law rights on the other. Perhaps reflecting 
such uncertainty, one strategy employed by the courts has been to create a 
number of exceptions when the exclusivity rule in O’Reilly does not apply. One 
exception to be recognized in the immediate wake of O'Reilly occurred in 
Wandsworth Borough Council v. Winder (1985) AC 467 where it was deemed not to 
be an abuse of the process of the court for a tenant to contest his eviction in 
private law proceedings brought by the local authority landlord by making the 
public law claim that the local authority had acted unreasonably in raising rent 
levels. The most recent retreat from O'Reilly came in Roy v. Kensington and 
Chelsea and Westminster FPC (1992) 1 AC 625 where a GP brought private law 
proceedings against his family practitioner committee for withholding part of his 
basic practice allowance. The committee sought to have the claim deemed an 
abuse of the process of the court because its decision to withhold monies was a 
public law decision. Rejecting the committee’s argument, the House of Lords 
ruled that Dr Roy’s action was not an abuse of process. Lord Lowry stated that 
unless the particular procedure adopted by the litigant was: ‘ill suited to dispose 
of the question ... a case ought to be heard rather than entertain a dispute 
concerning the form of proceedings’ (at p. 655). 

Unfortunately, Roy still leaves unclear the question of whether and if so when 
the exceptions to the rule in O'Reilly apply. The Law Commission favours the 
position whereby a litigant be forced to use the Order 53 route only if no private 
rights are at issue. However, this solution still presumes a clear distinction 
between public and private rights. 

In view of the lack of clarity in domestic law, it may be worthwhile to examine 
developments in other jurisdictions. Perhaps Scotland is an obvious choice 
because of the similar legislative framework in which certain public bodies 
operate. The leading decision in West v. Secretary of State for Scotland 1992 SLT 636 
rejects the notion of a public/private divide and emphasizes instead 
jurisdiction’ and the tripartite relationship between the person/body to whom 
jurisdiction, power or authority has been delegated or entrusted, the person or 
body by whom it has been delegated or entrusted and the person(s) in respect of 
or for whose benefit that jurisdiction, power or authority is to be exercised). It is 
regretted that the commission has not explored the merits of the Scottish 
approach (see further Wade and Forsyth 1994) and appears content to continue 
the unhappy practice of letting the procedural complications of Order 53 post 
O'Reilly continue to blight the development of the substantive law (Woolf 1992; 
Alder 1993; Emery 1993). 

As for other jurisdictions, no legal system appears to exhibit total exclusivity, 
even with a separate system of administrative courts. The exception d’illégalité is 
nearly always allowed as a defence to criminal prosecutions, as in DPP v. 
Hutchinson (1991) 2 AC 783 where the defendants (anti-nuclear protestors) were 
prosecuted under byelaws prohibiting access to Greenham Common. By way of 
defence, the protestors claimed that the byelaws were invalid. It was held that 
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this defence could be entered in the criminal proceedings without the need to 
commence separate Order 53 proceedings. 

The conclusion to be drawn from the foregoing is that a legal system is 
unlikely to be able to make total exclusivity of jurisdiction hold. Issues can arise 
in a multiplicity of situations, as Winder, Hutchinson, and Roy all show. It may 
well be appropriate that a magistrate decides whether delegated legislation is 
unlawful, under the control of the Divisional Court by way of case stated. 

At bottom, the function of any exclusivity rule must simply be to provide the 
most appropriate procedure for the majority of situations which can arise. The 
risk in not using the procedure is that the remedy sought will be refused. 

The procedure must be expert, speedy, and easy to operate. 

It is suggested that the rule in O’Reilly has not achieved this. It introduces 
unnecessary complexity. It is appropriate to have a special procedure with 
specialist judges which can offer a speedy remedy for illegal government 
decision. It is also appropriate in many cases to channel cases into this procedure. 
But, there are bound to be cases where the issue of legality is appropriately raised 
in another forum (often at a later time). 

The way to encourage the use of Order 53 might be to indicate in the form of a 
Practice Direction that remedies to quash a decision or rule will typically be 
granted only within a short period from when it was made (see discussion on 
delay infra), and using that Order 53 is the most suitable way of ensuring this. 
The wider standing rules make Order 53 attractive to many applicants, who 
could find difficulty in beginning an action by private law proceedings. 

On this basis, there need be no exclusivity rule; but actions by writ brought in 
the High Court or begun in the County Court could be directed to be heard 
under Order 53 by a judge of the Crown Office List. Of course it may be helpful 
to have a specialist judge to try a judicial review hearing. This point is recognized 
in other branches of law, for example family, Chancery or commercial work, yet 
this does not prevent decentralization. Decentralization may well provide 
savings of time and cost to litigants. Most other challenges to the administration, 
through tribunals, are decentralized, and the creation of some centres across the 
country where Crown Office business could be heard, for example Birmingham, 
Bristol, Cardiff, Leeds, Liverpool, Manchester, and Newcastle, would be a 
benefit. Although more nominated judges might be required, the number would 
not be to great, if only because many Crown Office judges also spend much of 
their time on circuit. Indeed, one might recognize that not all judicial review 
cases require a specialist in this field. At present, the available empirical evidence 
suggests that the absence of sittings outside London may be a factor in the 
under-representation of cases from outside London and South-east England 
(Sunkin, Bridges and Meszaros 1993). 


Time limits 

The question here is whether a time limit is worth having at all. Earlier, it was 
argued that rules of procedure should focus on correcting illegality, instead of 
promoting administrative convenience. As elsewhere, in its discussion of time 


© Blackwell Pubhshers Ltd 1996 


“ou 


re 


TOWARDS A BETTER PUBLIC LAW? 247 


limits, the commission seems unwilling to enter this debate and is content to re- 
iterate the view that a short time limit is on balance desirable because of the need 
to promote certainty in administrative decision making (Law Commission 1994). 
Even if one assumes that administrative certainty is the overriding consideration, 
and that an indicative time limit for judicial review procedure may be of some 
use to public bodies and those relying upon their decisions, it is doubtful 
whether the time limits in rule 4(1) of RSC Order 53 actually achieve this end. Not 
only have applications made within the three-month period been refused 
because they were not made promptly (R v. Friends of the Earth (1988) JPL 93; R v. 
Secretary of State for Health ex parte Alcohol Recovery Project (1993) COD 344), others 
made, in some cases years after the impugned decision, have been admitted 
under the rule’s ‘good reason’ exception. The classic example was R v. Dairy 
Produce Quota Tribunal, ex parte Caswell (1990) 2 AC 738 where an application to 
quash a ruling of the Dairy Produce Quota Tribunal was made over two and a 
half years after the ruling. Despite this delay leave was granted to enable the 
applicants to contest (unsuccessfully as it turned out) the Tribunal’s decision. 
Even if r.4(1) did promote greater certainty in administrative decision making, it 
is surely right to question whether the imposition of a fixed time limit across the 
wide variety of types of decision making in administrative law is conceptually 
defensible. The emphasis in r.4(1) on the fact of delay is in marked contrast to the 
treatment of tardy applications in Scots administrative law where the court's 
mind is drawn to effects of delay upon the decision maker and third parties (see 
Collar 1989; Cram 1993). We would argue that the emphasis on effects is the 
correct approach. While illegality ought to be remedied in all cases, legitimate 
reliance, particularly by third parties, is an appropriate concern of the law, 
requiring people to define their rights in a timely fashion is a reasonable way of 
resolving such a problem. Abolition of fixed time limits south of the border 
would still allow control of late applications since the Supreme Court Act 1981, 
8.31(6) enables the court to refuse to grant leave to apply or any substantive relief 
where substantial hardship, prejudice to any person or detriment to good 
administration would be caused by any undue delay. 


Leave stage 
The commission concludes that the requirement to obtain leave is necessary to 
filter out hopeless applications which would impede the efficient conduct of 
public authorities. This fear of ‘hopeless applications’ stems from the belief that 
anyone adversely affected by an administrative act or decision would, under 
current rules of standing, be able to mount a challenge. Having thus accepted the 
principle of a leave requirement, focus switches to the type of inquiry a court 
should embark upon when deciding whether to grant leave. The commission 
believes that an application for judicial review should not be allowed to proceed 
to a full substantive hearing unless the action discloses a serious issue which 
ought to be determined. 

The report’s acceptance of the need in principle for a leave stage may be 
questioned. The Law Commission does not appear to recognize that England 
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and Wales are exceptional in Europe in imposing a leave stage before an 
application is brought and, of course, stands in stark contrast to the absence of 
any such requirement for asserting private law rights. Furthermore, as the 
commission notes, important legal principles have been developed in cases 
where leave was initially refused. Unlike its European counterparts, the leave 
stage is further flawed in not treating the decision there reached as a formal 
decision of the case for which a judge must give reasons. The denial of access to 
the courts via a non-judicial procedure seems to be wrong in principle and 
arguably contrary to Article 6(1) of the European Convention on Human Rights 
which guarantees to everyone in the determination of their civil rights a fair and 
public hearing. 

There seems little reason to think that a speedy summons for directions, 
followed by a short hearing would not be an adequate way of handling 
applications, as presently occurs in Scotland where interestingly the absence of 
a leave requirement has not given rise to claims of swamping. There seems 
little evidence of applications which are vexatious. Many may be misguided, 
though the leave stage may appear unduly severe as a way of dealing with 
them. The evidence from Le Sueur and Sunkin’s study (1992) suggests that the 
refusal of leave, especially on paper, may frequently prove to be wrong and is 
overturned. To have such an inefficient system of summary justice seems to 
undermine the case for preventing litigants commencing litigation against 
public bodies. If justice must be seen to be done, an early formal hearing will 
seem more just. 


Standing 

The area of standing (by which the law determines who may bring proceedings 
in public law) is one where the use of a distinctive procedure would appear 
justified. But this is only true if judicial review confers rights of action additional 
to those available under private law. This will be the case typically where public 
law protects interests, for example legitimate expectations, not protected by 
private law. The doctrine of legitimate expectations serves to hold an 
administrative body not only to an express promise to conduct itself in a 
particular manner but also to past practice where this has conferred a benefit 
(procedural or otherwise) on an affected party. Thus, where a decision-maker on 
previous occasions consulted parties before making a final decision, public law 
(outside of cases (i) involving particularly sensitive areas such as national 
security considerations, or (ii) where to give effect to the legitimate expectation 
would conflict with a statutory duty) protects the interests of these parties by 
requiring the decision-maker to adhere to consultation procedures used 
previously. In the celebrated case of Council of Civil Service Unions v. Minister 
for the Civil Service (1985) AC 374, the Thatcher government issued an order 
purporting to alter existing employees’ terms and conditions at GCHQ 
Cheltenham. Contrary to the established practice, no consultation occurred 
before the order was issued. The House of Lords held that, were it not for the 
national security aspect of the case, the order varying terms and conditions of 
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employment would have been struck down for breach of the unions’ legitimate 
expectation of consultation. The rationale of such judicial intervention is that we 
are entitled to greater consideration from those acting for the public good than 
from those acting for purely private gain. 

Discussion of the ‘sufficient interest’ test of standing laid down in s.31(3) of the 
Supreme Court Act 1981 naturally centres upon its subsequent judicial 
development. A particular concern is the test’s application in the so-called 
‘public interest challenges’ — a category which includes first actions brought by a 
group whose members are not directly affected but which is either accorded 
statutory functions in relation to the impugned decision, for example the Equal 
Opportunities Commission; or where a non-statutory group is deemed to 
represent the interests of those affected, for example the Child Poverty Action 
Group. The term is also used in a second category of the case where the decision 
affects the public or a wide section of it. After the generous approach taken in 
earlier decisions such as ex parte The National Federation of Small Businesses (1982) 
AC 617 and ex parte Child Poverty Action Group (1990) 2 QB 540 the Law 
Commission is critical of the ruling in ex parte Rose Theatre Trust Co. (1990) 1 QB 
504 as it appears to allow unlawful administrative acts to remain unchallenged. 
In ex parte Rose Theatre Trust Co., a group of citizens which included archeologists, 
academics and others had formed themselves into a limited company whose 
objects were to preserve and make accessible the remains of an historical theatre 
in central London. The company wanted the Secretary of State for the 
Environment to use his statutory powers to protect the site. When the secretary 
of state declined so to act, the company sought to contest the legality of this 
refusal, the Queen’s Bench Divisional Court held that the group lacked standing 
to pursue the matter and arguments about the legality or otherwise of the 
minister’s conduct were not examined. 

The commission is keen to embrace the suggestion made by Lord Woolf (in 
turn derived from Canadian practice) that a two track system of standing be 
adopted (Woolf 1992). Those falling within the first category include litigants 
already possessing legal rights (under the law of contract, tort or real property) 
or expectations affected by the actions of a public body (see infra Council of Civil 
Service Unions v. Minister for the Civil Service decision). In the second, residual 
category there would be a discretion to grant standing after consideration of a 
number of factors. These would include: 

(i) the scarcity of judicial resources; 
(ii) the need to exclude vexatious and busybody litigants; 
(iii) the importance of hearing conflicting points of view of those most 
directly affected, and 
(iv) the proper role of the courts in judicial review actions and the 
constitutional relationship of the courts to other branches of govern- 
ment. 


By way of comment, it may be doubted whether such a set of enumerated 
concerns would actually enhance access in public law litigation. Ironically, 
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elements (ii) and (iii) would exclude litigants on grounds for which no empirical 
evidence exists. 

More fundamentally, the section on standing lacks however a basic principle 
or any assessment of developments in comparable jurisdictions. There is no 
discussion of the weight to be accorded to competing values such as the assertion 
of the rule of law, the allocation of scarce judicial resources and the legitimate 
interests of public administration. In the absence of such a prioritization, it is 
difficult to see how the flexibility inherent in the notion of ‘persons adversely 
affected’ will yield a coherent judicial response. 

In recent years, the Australian Law Reform Commission and the Canadian 
Law Reform Commission have produced recommendations on standing. 
Barbados has legislated on the point and the Scottish Law Commission is 
presently conducting a review into unsatisfactory features of the equivalent 
doctrine of ‘title’ and ‘interest to sue’. 

In Australia, discussion of standing in public law arises in both (i) challenges 
to the constitutional validity of enactments; and (ii) disputes in non- 
constitutional cases. In the latter, a broad view of standing may be discerned. 
Thus in Onus v. Alcoa (1981) 149 CLR 27 where Aboriginal descendants applied to 
have allegedly criminal conduct by the respondents (who were proposing to 
construct an aluminium smelter) restrained, the High Court ruled that the 
plaintiff did have standing on account of the special interest she possessed in the 
subject matter of the application (aboriginal relics). The Australian Law Reform 
Commission (1985) has subsequently argued for an ‘open door-pest screen’ 
approach which entails a presumption of standing unless the Court is satisfied 
that the litigant is merely meddling. Persons without a direct intergst in a 
particular matter (such as representative groups in welfare cases where none of 
the group are welfare recipients) should be able to mount challenges sd long as 
they do not manifestly lack the ability or resources to present the issues to the 
court. 

Barbados similarly favours a wide approach. Section 6 of the Barbados 
Administrative Justice Act 1980 (drafted by the eminent administrative 
lawyer, Sir William Wade) permits a court to grant relief in judicial review 
cases “(a) to any person whose interests are adversely affected by an 
administrative act or omission; (b) to any other person if the Court is satisfied 
that that person’s application is justifiable in the public interest in the 
circumstances of the case’. 

The broad views encountered in Australia and Barbados contrast with that 
found in Scottish administrative law where the courts have tended to a less 
generous view. Indeed, the unease over judicial development of the requirements 
of ‘title’ and ‘interest to sue’ is such as to have prompted a review of the matter 
by the Scottish Law Commission. Concern is centred on the leading authority of 
Scottish Old People’s Welfare Council, (Petitioners) 1987 SLT 179 in which a pressure 
group (more commonly known as Age Concern Scotland) sought to challenge 
the legality of a government circular relating to severe weather payments. Lord 
Clyde in the Outer House ruled that whilst the petitioners had ‘title; in the sense 
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that the duty of the state to ensure the proper administration of social security 
legislation was owed to every member of the public, the petitioners lacked an 
‘interest’ in the subject matter of the complaint. This conclusion was based on the 
finding that the Age Concern were not suing as a body of potential claimants but 
rather as a representative group whose objective was to protect the interests of 
the elderly. They were thus not seeking to enforce the proper interpretation of the 
law in order to claim benefit for themselves. As Bradley (1987) has commented, 
the practical lesson for pressure groups to draw from the decision is to find an 
individual personally affected by the decision or act at issue who is willing to 
lend his/her name to the action. Though this device may well be problematic 
where the administration tries to ‘buy off’ the individual litigant by a settlement 
on an ex gratia basis. That established pressure groups should have to adopt such 
a tactic when it is accepted that their campaigning objectives give them a 
_ legitimate concern with the subject matter of the decision/act complained of, 
suggests that the law is now, overly restrictive. 

English law may well be coming round to a broad view of standing if the very 
latest indications in R v. Inspectorate of Pollution and another ex parte Greenpeace 
(1994) 1 WLR 570 and R v. Secretary of State for Foreign Affairs, ex parte World 
Development Movement Ltd. (1994) The Times 27 December are anything to go by. 
In both cases, the applicants possess campaigning interests as pressure groups in 
- the decision complained of (respectively, the Pollution Inspectorate’s decision to 
allow testing at the Thorp reprocessing plant, and the Foreign Secretary’s 
decision to use the overseas aid budget to fund the construction of the Pergau 
Dam in Malaysia). In the Greenpeace case, the applicants could also point to 
several hundred members in the local area with personal (health) concerns about 
the Pollution Inspectorate’s decision. However what appears to have been 
crucial in the decision to grant standing in both cases was that fact that both 
applicants’ were responsible bodies, genuinely committed to pursuing their 
respective objectives with a degree of expertise in the subject matter of the action. 

We welcome these latest developments. Since the cost of judicial review 
litigation is typically beyond the pocket of an indjvidual unsupported by a 
pressure group or association, we have to acknowledge that judicial review will 
inevitably be a major field for pressure groups. If public law is going to be 
effective in controlling the administration on behalf of citizens and not just 
wealthy organizations, then it is essential that broad rights of access to the courts 
exist. It is right though, within the generous approach to standing for the courts, 
to take a critical look at the ability of the would-be litigants to mount an effective 
challenge in court (see further Harlow and Rawlings 1992). 


THE CONTINUITY OF ADMINISTRATIVE ACTON: SOME FINAL 
THOUGHTS 


This article has argued that the Law Commission’s approach, like much of 
current judicial thinking, gives too much place to the need to avoid impeding the 
regular flow of administrative decisions. Our argument has been that the central 
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function of judicial review must remain to require the administration to conform 
to the powers it has been given. Naturally, this can be inconvenient. To take a 
recent French example, the French government authorized the expropriation of 
land to construct the new ‘Orlyval’ driverless train from Anthony to Orly 
Airport. After the line had been opened, the Conseil d’Etat struck down the 
expropriation decree for illegality, CE Ass 2 July 1993 Association de defence des 
droits mobiliers et immobiliers d’Anthony, ADJA 1993 583. Under French law, 
public works cannot be demolished by private individuals (see Brown and Bell 
1993) so the landowners were obliged to tolerate the existence of the trains on 
their land. But they will be entitled to better compensation now the expropriation 
has been declared illegal than under the expropriation legislation. Protection of 
the legitimate interests of the administration is provided by clear rules (such as 
on the inviolability of public works), not by reliance on judicial discretion. Even 
if such discretion is desired, the interests of a public authority or third parties 
against tardy applications to quash a decision could be met by giving the court a 
power to quash a decision or rule only prospectively, as is used by the European 
Court of Justice. The filters of exclusivity, the leave stage and time limits are not 
necessary as means to achieve an appropriate protection for the administration, 
and they hamper the effectiveness of the courts’ role in insisting that the 
principles of good administration must involve a central place for adherence to 
the law, however inconvenient this may be. 
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ADMINISTRATION 


ENVIRONMENTAL ADMINISTRATION IN SIX 
EUROPEAN STATES: SECULAR CONVERGENCE 
OR NATIONAL DISTINCTIVENESS? 


ALBERT WEALE, GEOFFREY PRIDHAM, ANDREA WILLIAMS AND 
MARTIN PORTER 


To what extent has environmental administration in Europe been shaped by common 
secular forces or by distinctive national contexts? Middle range theories of the policy 
process suggest competing answers to this question, with some implying the likelihood 
of convergence in administrative structures and others suggesting persistent national 
distinctiveness. Using data on Germany, Greece, Italy, the Netherlands, Spain and the 
UK, we construct a measure of administrative concentration in each country. From this 
measure we assess the extent of convergence over time among the six nations. We argue 
that national context is a more important influence than common secular trends, and we 
identify in each state the political dynamics behind the national pattern. The symbolic 
role of administrative reorganization is thereby highlighted in the politics of 
environmental policy. 


How has the public administration of Western European governments 
responded to the growing salience of environmental issues on policy agendas 
since the early 1980s? In particular, how far is it possible to observe convergence 
in administrative structures over time? In this article we examine the structural 
characteristics of the environmental administration of six countries (Germany; 
Greece; Italy; the Netherlands; Spain; and the United Kingdom) within the 
European Union (EU) to help answer these questions. 

- Why consider questions of administrative organization in relation to 
environmental policy? After all, there are environmental policy studies 
suggesting that countries exhibit similarities of policy outcome, despite 
significant differences of policy structures and process. Vogel (1986), for example, 
argued that Britain and the US differed little in their environmental policy 
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performance despite their differences of administrative organization and policy 
style. If this were generally true, it would suggest that an understanding of 
organizational variables, and the conditions that gave rise to them, would be 
relatively unimportant in policy studies. 

Against this position there are several arguments however. Firstly, it is clear 
that governments themselves attach importance to administrative structures. 
Thus, when environmental issues first began to arrive seriously on the agenda of 
liberal democracies in the late 1960s, the most common response of governments 
was organizational. In many cases they sought to establish a separate part of the 
bureaucratic machine to deal with these issues (Weale 1992, pp. 12-15). Britain 
and the Netherlands restructured a central ministry to provide a focus for 
environmental policy. Italy eventually created a special ministry although one 
with very restricted powers in the governmental machinery at Rome. At the 
same time, even those countries, which, like the Federal Republic of Germany, 
did not immediately establish environmental ministries, still concentrated 
environmental functions in an existing ministry —- in Germany’s case in the 
Interior Ministry (Müller 1986). 

Secondly, the finding that different structures and styles may be compatible 
with similar policy effects may itself be an artifact of observation rather than a 
reflection of what happens, particularly in the field of environmental policy. It is 
well established that government action only has a partial influence on the scale 
and seriousness of an environmental problem. Thus, Knoepful and Weidner 
(1990) found that sulphur dioxide emissions depended in large part upon 
fluctuations in the business cycle. Where outcomes are only partially dependent 
upon policy, structural arrangements may be as politically important as effects, 
since such arrangements are one way in which governments can show that they 
are doing something about a problem. Yet, types of environmental administra- 
tion vary considerably, with models ranging from the concentration of 
competences in one environmental ministry through partial concentration with 
the ministry playing a co-ordinating role, to the dispersion of competences 
(alleviated by some inter-ministerial bodies) and finally to what is called 
‘hypersectoralization’, where policy competence is widely dispersed (Lopez 
Bustos 1992, pp. 114-21). 

Does organization matter to policy outputs? Scharpf (1977) has argued that it 
does in those cases where policy requires a high degree of co-ordination. The 
formal administrative organization of a bureaucracy will reinforce incentive 
structures that emphasize the need to play it safe by working closely with those 
with whom one is formally brigaded, and will emphasize the dangers of 
exchanging information with others whose decisions effect a particular policy 
area, thus making co-ordination difficult. Scharpf’s empirical basis for this 
theoretical proposition was a study in the Federal German transport ministry, 
but it may be argued that if these incentives exist within a single ministry they 
are likely to be reinforced in policy discussions between ministries. Explicitly 
building upon Scharpf’s work, Edda Miiller (1986, pp. 486-520) has carried this 
particular argument further in connection with environmental policy, main- 
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taining that the ability of the German environmental bureaucracy to promote 
environmental objectives has been significantly dependent upon its organization, 
especially the extent to which administrative functions are concentrated or 


Others, however, have argued in a different vein. Those responsible in the 
Netherlands for drawing up the 1989 National Environmental Policy Plan took 
the view that formal organizational structures should not determine the capacity 
for environmental policy co-ordination. They consciously eschewed organiza- 
tional changes in a bid to devise a planning process on which different, and 
traditionally hostile, ministries could agree (Weale 1992, pp. 148-49). Indeed, 
they were fond of saying that when they had done their job properly a separate 
environmental ministry would no longer be needed! Similar sentiments have 
also been expressed to us in our interviews with officials in DGX, the 
Commission’s environment directorate. 

If we ask which forms of organization are likely rather than desirable, current 
middle range theories incline in opposite directions. Some bodies of literature 
imply structural convergence in environmental administration, whilst others 
imply persistent divergence. Here we merely sketch two contrasting sets of 
views drawn from middle range theories to set the scene for our empirical 
discussion. 


THEORIES OF CONVERGENCE AND DIVERGENCE 


The first theoretical contrast is to be found in Graham Allison’s (1971) discussion 
of rational actor models of government decision making as distinct from 
governmental politics models. According to the rational actor model, 
governments are to be seen as engaged in problem solving and they deploy 
their resources efficiently to this end. In the case of environmental administration 
this would mean that administrative structures would be devised in order to 
overcome the problems that were inherent in the policy sector. To the extent to 
which different governments faced the same range of problems, it is an 
implication of this account that there should be a convergence of administrative 
structures, since there are, after all, likely to be only a finite set of answers to 
problems of institutional design, and to the extent to which actors were seeking 
an ‘optimum regime’ (Tinbergen 1959), the possible range of variants should not 
be large. Moreover, the international character of environmental problems might 
be expected to lead to ‘the shaping of a common response to common problems, 
to mitigate the unintended external consequences of domestic policy’ (C.J. 
Bennett 1991, p. 225). 

On the governmental politics account, by contrast, different parts of the 
government machine are in competition with one another, and policy is a 
resultant of the actions of different players in the policy game. The players have 
their own perspectives and priorities on different problems, summed up in the 
aphorism ‘where you stand depends on where you sit’ (Allison 1971, p. 176). So, 
in the case of decisions about administrative organization, in place of rational 
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problem-solving we would expect to see a predominance of turf disputes 
between those parts of the government bureaucracy threatened with loss of 
functions and those parts promised an increase in responsibility. The power to 
win in such turf disputes would depend upon contingent factors, like the historic 
assignment of functions and the ability of different parts of the bureaucracy to 
put up plausible sounding arguments about the need to retain certain functions. 
Moreover, to the extent to which we are talking about policy making taking place 
between independent ministries, the governmental politics model is not subject 
to one criticism that has been levelled at Allison, namely that his model ignores 
hierarchy in government (Bendor and Hammond 1992, pp. 314-18). 

Our second theoretical contrast relates to the debate between those who stress 
a policy sector approach to the analysis of policy as distinct from those who 
stress the importance of national policy styles (Richardson 1982; see Freeman 
1985, for a useful summary of the two approaches). In accordance with the logic 
of the policy sectors approach, it has been argued that there are good reasons for 
thinking that administrative structures for environmental policy will follow a 
particular pattern of development. For example, Martin Janicke has argued that a 
measure of the institutionalization of environmental policy is captured by four 
indices, two of which are organizational: the establishment of an independent 
ministry; the creation of an environmental agency; the passing of an 
environmental framework act, possibly leading to constitutional protection for 
the environment; and the production of an environmental report Janicke 1990, 
pp. 215-17). This suggestion has been taken further by Andersen (1994), in a 
model that seeks to predict environmental policy stances in the European Union 
after enlargement in 1995. 

Majone has developed a parallel organizational argument suggesting that 
problems dealt with by the new social regulation, including environmental 
policy, lend themselves to an agency approach in which the technical 
competence of regulators is encouraged to work in the public interest (Majone 
1991 and 1993). If Majone is right, then policy learning should lead to countries 
adopting similar organizational reforms to deal with a similar range of problems, 
adapting institutions only in so far as it is necessary to deal with local 
circumstances. The implicit logic of this approach is that a policy problem will, 
by its character, impose certain constraints on the range of possible policy 
solutions, so that in Lowi’s (1964) formulation ‘policy determines politics’, 
creating its own dynamics of administrative reform. 

Against these approaches we may put the arguments that identify the 
importance of national styles and institutions of policy making, and which stress 
how historically conditioned institutional arrangements limit or determine what 
political actors are able to do. Such national policy-making styles are likely to 
preserve divergence between different national systems dealing with the same 
problem. In public policy in general and environmental policy in particular, it 
has been argued that national policy styles determine or condition the types of 
solutions that are adopted or the range of options it is feasible to consider 
(Richardson 1982). Proponents of the theory of national styles of regulation hold 
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TABLE 1: Problem-centred and actor-centred theories of policy 


Problem-centred Actor-centred 
Decision style Rational Governmental politics 
Institutional form Common logic National style 
Prediction Convergence Persistent divergence 


that it is contingent historical events distinctive to each country that are generally 
important in shaping policy responses to problems. 

Though logically distinct, these two sets of theoretical conflicts are 
complementary. The theory of government as a rational actor, efficiently seeking 
solutions to problems, to be found in the first of Allison’s models, is a problem- 
centred approach and is matched by the idea that problems contain their own 
logic and that policy learning will lead to a preference for certain institutional 
solutions, to be found in the policy sectors approach. Conversely, the stress upon 
bargaining within Allison’s governmental politics model can be complemented 
with the observation that one of the most potent sources of strength in 
bargaining is the position of actors within the status quo, so that historically 
given circumstances, stressed in the national styles approach, will be important. 
The upshot is that rational actor and policy sectors approaches predict a 
tendency to convergence in policy solutions, including solutions to problems of 
administrative organization, whereas governmental politics and national styles 
models, which focus more on actors than on problems, predict a tendency to 
persistent divergence of structures. 

Our theoretical expectations from these varying literatures are summarized in 
table 1. We shall draw evidence from our cross-national comparison of six 
countries in order to test the rival hypotheses to which they give rise. In 
particular, we shall be concerned to assess whether national differences in 
administrative tradition and political priorities are more important than a secular 
convergence of organization. 

The countries have been chosen to provide a broad cross-section of 
environmental administration and policy in Europe. They represent a wide 
range of countries in terms of their relative wealth, commitment to 
environmental goals and traditions of environmental administration. The 
Netherlands and Germany are usually regarded as environmental leaders in 
Europe, whereas Spain and the UK are thought of as environmental laggards. 
The three Mediterranean countries often face considerable problems of 
administrative performance, whereas the northern countries have well- 
functioning administrative systems. Given these marked variations among 
our six countries, they provide a particularly demanding test of the extent to 
which common pressures across countries off-set pre-existing national 
differences. 
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MEASURING ADMINISTRATIVE CONVERGENCE AND 
DIVERGENCE 


One simple way of evaluating structures is to ask whether a country has an 
environment ministry and if so when it was founded. Although useful as a 
preliminary indicator, treating such a structure as though it were simply a matter 
of a dummy variable ignores much information as well as being misleading in 
other ways. For example, we cannot deduce very much from the existence of an 
environmental ministry about the real salience of environmental issues in 
government thinking, since the christening of a ministry as ‘environment’ may 
simply be a piece of symbolic politics, or, if not that, at least less significant than 
the name suggests. It would, for instance, lead us to the false inference that 
environmental politics was more important in Britain in the early 1980s than in 
Germany, because the latter did not establish its environment ministry until 1986. 

National differences of legal and constitutional practice also mean that we 
cannot expect to find a one-to-one correspondence between organizational forms 
cross-nationally. To overcome this problem in this article we conduct the 
comparison in terms of specific environmental functions. By a function we mean 
an activity carried out to achieve particular purposes. Examples of functions in 
this sense include: controlling polluting discharges to water, air or soil; 
regulating the marine environment; developing policy instruments; conducting 
or commissioning research on environmental problems; or controlling radio- 
active emissions. We do not suppose that there is any canonical list of functions. 
The ones we identify have been inductively derived by examining the standard 
functions of environmental ministries from a survey of listings in government 
state almanacs and public service guides. Of course, in certain respects it may be 
disputed as to whether a given function is properly characterized as being 
environmental. For example, is the regulation of drinking water an environ- 
mental function or an issue of consumer protection? There is obviously no single 
right answer to these definitional questions, so we have chosen to stipulate a 
particular answer and apply it as consistently as possible across the different 
national systems. (For a complete list of the functions identified, see the 
appendix.) 

More importantly, we do not suppose that the range of activities is constant 
between different ministries even when they have responsibility for the same 
function. Consider, for example, the case of air pollution control. In Britain the 
ministry is directly responsible for laying down standards for the emission of 
pollutants to air and for organizing the inspection of designated processes. In 
Germany, by contrast, air standards are laid down by the central ministry, but the 
inspection and implementation is carried out by Lander authorities. In Greece, the 
setting of air quality standards is a joint task of the Environment and Health 
Ministries and enforcement is also a national responsibility. In Italy there is 
similarity to the German model. Air quality limit and guide values are proposed 
by the Ministry of the Environment in Rome in agreement with the Ministries 
of Health and Industry and the Conference of Presidents of the Regional 
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Governments; but the regions enforce the standards (G. Bennett 1991, pp. 15, 31). 
For the purposes of our analysis, however, it matters less whether the central 
ministry is involved in all stages of the policy process than that it is involved in 
the question of air pollution at all. Hence, a ministry qualifies as carrying out a 
particular function provided that it plays a significant role at some stage of the 
policy process. 

This on-off character of the function variable means that we do not attempt to 
weight functions by their importance. We give no special weight, for example, to 
the regulation of radioactive emissions from nuclear power stations relative 
to polluting discharges to water or the development of alternative policy 
instruments. We know of no valid inter-subjective criteria that would enable us 
to weight environmental functions in this way, and, in any case, we do not think 
that such a weighting would advance the analysis significantly. 

Not all environmental functions are carried out by environmental ministries; 
and not all the functions that environment ministries perform are environmental 
functions. For example, in Britain the Ministry of Agriculture, Fisheries and Food 
(MAFF) has been responsible for the regulation of discharges to the marine 
environment; and in the Netherlands the agriculture ministry is responsible for 
countryside and nature protection. Conversely, in Britain the DOE has 
responsibility for local government finance (not an environment responsibility 
even on the widest of definitions); and in the Netherlands the environment 
ministry, (Ministry of Housing, Physical Planning and the Environment — VROM), 
is responsible for public housing. Greece is similar in that the environment 
ministry also covers public works and physical planning (which includes land 
use and infrastructure development), but a wide range of other ministries 
perform environmental functions. Hence, we need to examine the degree of 
concentration of environmental functions in the various ministries. 

The logical possibilities for the concentration of environmental functions can 
be set out in a two-by-two matrix as in table 2. We first define any particular 
function as to whether it is an environmental function or not, and then ask which 
such functions are located in the environment ministry and which are located 
elsewhere. Perfect concentration will be represented when all the environmental 
functions are clustered in cell (a) and all the non-environmental functions are 
clustered in cell (d). By analogy with the logic of statistical testing, false negatives 
are those environmental functions outside of the environmental ministry in cell 
(c) and false positives are those non-environmental functions located in the 
environment ministry. (This classification is not, of course, intended to carry any 
prescriptive judgement about whether environmental functions should be 
entirely concentrated in an environment ministry.) 

From the logic represented in table 2 we can construct an index of the 
concentration of functions. This index is defined in terms of the environmental 
functions located in the environment ministry as a proportion of all 
environmental functions, wherever located, plus all non-environmental func- 
tions located in the environment ministry. (The non-environmental functions not 
located in the environment ministry are irrelevant in this context.) The index can 
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TABLE 2: Relation of environmental functions to 


ministries 
Environment Ministry 
Yes No 
Yes (a) (c) 
Environment 
Function 
No (b) (d) 


thus be expressed as follows: (a)/(a+b-+c) * 100. This index will take a value of 
zero when there is no environment ministry and 100 per cent when all 
environmental functions are located in an environmental ministry; and it will 
take values in between as more or fewer environmental functions are 
concentrated. (In-house functions like personnel and research are included in 
our list in order to constrain the index to take the value of 100 per cent when 
there is a complete concentration of environmental functions.) 

Simply looking at the functions that are carried out at a particular time gives 
no information on the changing salience of environmental questions. Hence we 
have collected data over time where possible, taking 1982 as our starting-point 
and 1992 as our end-point. We want to examine both the extent and direction of 
change in environmental functions over time arising from exposure to similar 
forces across all European countries and the extent to which the concentration 
of functions reflects national patterns and priorities distinctive to different 
countries. 


ADMINISTRATIVE CONCENTRATION AND ENVIRONMENTAL 
POLICY: A COMPARATIVE ANALYSIS 


The measures of concentration for our countries are set out in table 3. A word of 
caution is necessary in connection with this data. Minor administrative 
reorganizations take place all the time in government ministries, as sections 
are amalgamated or divided. Thus, too much attention should not be focused 
upon small changes in percentages, given the relatively small numbers that we 
are dealing with overall. With that warning in place, let us look at the trends. 
We can assess the effect of general trends leading to structural convergence by 
comparing the variance in averages over time with the variance of national 
averages. Clearly, the national variations are more important than the time trend. 
Although there is an obvious upward trend over time, it is not large by 
comparison with the variance between nations at any one time, including the 
end of the period we are examining. The percentage gap between the average 
concentrations at the beginning of the period and the end was 34.3 per cent, 
whereas the extreme values for the national averages range from zero per cent to 
72.7 percent. An exploratory data analysis (not reported here) as suggested by 
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TABLE 3: Administrative concentration in six countries, 1982-92 
Germany Greece Italy Netherlands Span UK Average 


1982 0 24 0 75 0 64 27.2 
1987 100 40 75 64 0 59 56.3 
1992 100 40 85 79 0 65 615 
Av’ ge 66.7 34.7 53.3 727 0 62.7 


Sources: European Environmental Yearbook 1987 (London: DocTer International); 
European Environmental Yearbook, second edition (London: DocTer International, 
nd); Commission of the BC, DG Ix (1993) Administrative Structures for Environmental 
Management in the European Community (Brussels); Staatshandbuch: Bund (various years, 
Germany); Relazione sullo Stado dell’ Ambiente (various years, Italy); Staatsalmanak voor 
het Koninkrijk Nederlanden (various years, Netherlands); Medio Ambiente en España 
(various years, Spain); Civil Service Yearbook (various years, UK). 


Tukey (1977, pp. 363-400) showed that the residuals from the time trend were 
large by comparison with the residuals from the national averages, thus 
confirming the importance of national factors. 

There is one more piece of reasoning that leads us to suggest that the time 
trend, though significant, is not the more important of the two effects. One of the 
reasons why the time trend increases is the position of Germany, which created 
its environment ministry in 1986, so raising its index of concentration from zero 
to 100 per cent in one go. A similar point can be made for Italy. But, unlike Italy, 
Germany already had a significant concentration of environment functions 
within an already existing ministry (the Interior Ministry), prior to 1986. So we 
need to acknowledge the special effect of this case upon the time trend average. 
If we remove Germany from the analysis, the time averages range from 32.6 per 
cent in 1982 to 53.8 per cent in 1992, whereas the average national differences for 
the whole period show a range of 72.7 per cent. 

Looking at the figures for 1987 and 1992 confirms, in some respects, the 
conventional wisdom about the environmental commitment of the different 
countries, with Germany and the Netherlands conventionally regarded as 
‘leaders’ and Spain regarded as a ‘laggard’. The relatively high degree of 
concentration of functions within the Dutch and German ministries is consistent 
with this perception, just as the ‘developmental’ policy stance of the Spanish 
government is reflected in the location of environmental functions within a 
ministry of public works. The relatively stable position of the UK is consistent 
with its early start in environmental policy in 1970 followed by a stalling, as the 
politics of economic decline, so typical of the whole post-war period, became 
sharper in the 1970s and 1980s. Such a confirmation of the conventional wisdom 
would seem to be in accordance with the problem-centred theories of 
convergence. 

Yet, even allowing for the statistical character of the conventional wisdom, 
there are some apparent anomalies. The late start for Germany stands out, 
having less concentration than either Italy or Greece, for example, in 1982. On 
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this basis, there was at the beginning of the decade, no simple contrast between 
‘northern’ and ‘southern’ countries in Europe. Although no country shows a 
pattern of decline in the concentration of its environmental functions, there 
appears to be no steady secular upward trend. For these reasons, it looks as 
though we shall have to account for the pattern and scale of concentration in 
each case by reference to distinctive national events and circumstances. 


UNDERSTANDING THE ADMINISTRATIVE PATTERNS 


The main reason for the advanced position of Germany is the creation of the 
Environment Ministry (Bundesministerium für Umwelt, Naturschutz und Reaktor- 
sicherheit) in June 1986. Prior to that date most environmental functions had been 
carried out by the Interior Ministry. However, in the wake of the Chernobyl 
accident the Interior Minister, Zimmermann, was held responsible for the 
mishandling of public information about radiation exposure. In the absence of 
federal radiation limits for milk, the Ministry of the Interior failed to step in 
quickly, prompting the Lander to issue contradictory standards, thus causing 
public anxiety. To quell the disquiet about this incident, the German Chancellor 
issued a decree creating the environment ministry. Water and waste manage- 
ment, clean air policy, noise abatement, reactor safety and radiation protection 
were moved from the Interior Ministry. Nature protection was moved from 
Agriculture and sections dealing with the medical aspects of environmental 
protection, radiation hygiene and chemical substances were moved from the 
Ministry of Health (see Weale, O'Riordan and Kramme 1991, pp. 125-26 and 
passim for further details). Given the symbolic need to demonstrate a 
commitment of a strong policy of environmental protection in the wake of the 
perceived crisis of Chernobyl, it is not surprising that it was possible in 1986 to 
overcome the long and well-established bureaucratic resistance, particularly 
from the Interior Ministry, to the loss of environmental functions. In this case, we 
are talking not merely about a symbolic gesture, but of symbolic politics leading 
to substantial administrative change under pressure from an external event. 

No such sense of crisis has engulfed the Dutch and UK ministries, but the 
reasons for their relatively lower level of concentrations of environmental 
functions are rather different. In the UK case the principal reason is that there are 
a number of non-environmental functions still carried out by the DOE, principally 
connected with local government, whereas in the Dutch it is partly that there are 
non-environmental functions in the environment ministry and partly that 
environmental functions are located elsewhere. 

The DOE was created in 1970 under Edward Heath’s premiership. It was built 
around a core taken from the former Ministry of Housing and Local 
Government, and it originally, until 1974, included transport on the theory 
that all environmentally relevant functions should be brought together. 
However, it always also contained functions like local government finance, as 
a central feature of its work, that were unrelated to problems of environmental 


policy. 
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The Thatcher government was throughout most of its period of office hostile 
to, or at best uninterested in, what may be regarded as the modern constellation 
of environmental problems: acid precipitation, ozone depletion, pollution of the 
seas, Tiver quality and waste management (compare Hajer 1993). Secretaries of 
state like Mr Heseltine, Mr Baker and Mr Ridley either displayed interest in other 
aspects of the department’s work, for example urban renewal in the case of Mr 
Heseltine, or demonstrated hostility to the growing consciousness of environ- 
mental problems, as in the case of Mr Ridley. William Waldegrave as a junior 
minister was able to make some progress on key environmental issues like acid 
precipitation (Hajer 1993), but his secondary position obviously precluded him 
from being able to take the lead on questions of ministerial organization. 
Christopher Patten showed a genuine interest in issues of environmental 
protection and pollution but during his brief term of office his attention was 
absorbed by the controversy surrounding the community charge, leaving him 
little opportunity to focus consistently on environmental questions. Besides, the 
DOE is one of the largest ministries in Whitehall, with a wide range of 
responsibilities. It is unlikely that any secretary of state will voluntarily disband 
this empire without considerable external pressure or endanger it for the sake of 
notional organizational gains for a relatively minor section of the department’s 
work. The only loss of functions for the DOE has come with the creation, after the 
Conservatives’ re-election in 1992, of the Department of National Heritage 
(nicknamed the ‘Ministry of Fun’). The new ministry acquired responsibility for 
some minor functions that had previously been lodged with the DOE, including 
sport and historical monuments. But the new ministry is still small, and the 
changes have not made a substantial difference to the work of the DOE. 

The Dutch case both resembles and differs from the British. As in Britain, 
VROM has had a longstanding responsibility for urban questions, particularly 
public housing, as indicated in the Volkshuisvesting (which might be translated as 
‘public housing supply’) part of its name. However, these responsibilities are 
narrower in range than those of its opposite number in the UK. For it is possible 
to identify some eight or nine non-environmental functions in the British DOE, 
some of which ~- like local government finance — are quite large, whereas during 
the 1980s there were only two or three such functions in the VROM. At the same 
time, important environmental functions are performed outside the VROM, of 
which nature protection (in the agriculture ministry) is one, and water pollution 
control (located in the Rijkswaterstaat) is another. The latter body is particularly 
important, as it is responsible for general management of the Dutch canal system 
and waterways. Given the historic importance of waterways in the Netherlands, 
it would be surprising if a relatively junior ministry like the VROM, which 
assumed an important position in government only during the 1980s, could 
challenge Rijkwaterstaat for control of water pollution. It is not even clear that it 
wants to, despite the challenge posed by Smit-Kroes, the Minister of Transport in 
the Lubbers government until 1994 (with overall responsibility for Rijkswater- 
staat), who has sometimes wanted to play the role in Dutch politics of true 
environmental minister. 
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Nevertheless, the growing status of VROM is revealed by the increase in is 
establishment in recent years and symbolized by its new location in the centre of 
the Hague. However, its functions have not been expanded in terms of the range 
of policies for which it has responsibility. Hence, its work focuses on a limited 
albeit important range of pollution control functions and was reflected in its 
system of environmental policy planning, most notably with the National 
Environmental Policy Plan of 1989 (Second Chamber of the States General 1989). 

The three southern member states of Greece, Italy and Spain have all created 
their formal environmental administrations during the 1980s, although as 
elsewhere sub-units responsible for environmental matters existed previously 
under other ministries. In none of these cases can we speak of an environmental 
crisis prompting an abrupt change in bureaucratic structures. The Chernobyl 
crisis certainly had a major impact on Italy, but plans were already completed for 
establishing the new Ministry of the Environment in July 1986 (by a law passed 
early 1984). Environmental administration evolved and, if there was any outside 
stimulus to buttress environmental policy, that was provided by a combination 
of pressure from a more proactive European Community in this area and 
growing public awareness. The outcome is that Greece, Italy and Spain present 
different models of environmental administration. Italy is the only one to have 
an environmental ministry as such with some concentration of functions. In 
Greece and Spain, environment is combined with public works and one other 
portfolio (respectively physical planning and transport), but the difference is the 
symbolic one of including ‘environment’ in the ministerial title (Greece) or not 
(Spain — until 1993). Common to them all, broadly speaking, is considerable 
fragmentation of environmental functions between a range of ministries. 

As noted above, in Greece, there was an agreement in principle to grant the 
environment a priority on the country’s return to democracy in 1974. This 
agreement bore fruit with the creation in 1980 of a new Ministry of Physical 
Planning, Housing and the Environment (its predecessor was the National 
Council for Physical Planning and Protection of the Environment, set up in 1976). 
Its main responsibilities were vaguely defined and included preparing 
environmental programmes and co-ordinating their implementation (OECD 
1983, p. 13). Following the change of government in 1981 from the conservative 
New Democracy to the socialist PASOK, a major review of environmental 
administration led to the new ministry acquiring new functions and services, 
such as responsibility for co-operation with international organizations and the 
agency for the Athens Environment Pollution Control Programme (PERPA). As of 
today, there has been a symbolic change in that ‘environment’ is now in first 
place in the ministry’s title. This change came in 1985 when the ministry was 
combined with the powerful Ministry of Public Works, a change which has, 
however, been criticized for subordinating environmental protection to 
expensive developmental projects (Hellenic Society for the Protection of the 
Environment 1991, p. 26). 

In substantive terms, its responsibilities now include the following: co- 
ordinating various public and private agencies for environmental monitoring; 
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protection of the atmosphere and controlling industrial emissions (sewage as 
well as atmospheric); quality controls for recreational waters; and, national 
parks. But the ministry is hardly dominant in environmental administration, 
despite its name, for Greece is perhaps an extreme version of the fragmentation 
of environmental functions. For instance, to mention just a few examples, the 
Ministry of Merchant Marine covers protection of the marine environment; the 
Ministry of Health tests sea water quality and classifies beaches; the Ministry of 
Agriculture is responsible for protecting forests and monitors rivers; and the 
Ministry of Transport monitors car emissions. Although the Ministry of the 
Environment is supposed to co-ordinate environmental policy in Greece under 
the Framework Law of 1986, in practice this has not happened to any significant 
degree. Matters have not been helped by inadequate budget provision for the 
environment, and by insufficient expert staff. In total, there are only a modest 250 
personnel (Hellenic Society for the Protection of the Environment 1991, p. 27). 

Environmental administration clearly suffers from its combination with public 
works, so that it lacks autonomy and political weight. This lack has only been 
modified when the minister in charge has evidenced a strong commitment to 
environmental matters. Such a one was Antonis Tritsis, PASOK’s first Minister of 
the Environment from 1981, who sought with however limited success to control 
building development and to deal with Athens’ notorious pollution cloud. 
Again, Stefanos Manos made a spirited attempt after New Democracy returned 
to power in the early 1990s to confront the issue of car emissions, noting in 
reference to some of his predecessors that all it needed was ‘a government that 
goes ahead to do things rather than just talk’ (Sunday Times 14 October 90). 
Although PASOK has tended to show more ideological commitment than New 
Democracy to environmental concerns, in reality there has not been a radical 
difference between their performance in government. Individual ministers from 
both parties have made more of a difference; but, the main lesson is that 
whatever progress there has been in environmental administration it has been 
unable to overcome fragmented centralization. 

In Italy, the model of administration is somewhat different, but in practice 
diffusion of environmental functions and deficient co-ordination make it similar 
to the Greek case. With 300 employees, the Italian Ministry of the Environment is 
also small, especially when compared to such established ministries as Interior 
(140,000), Education (194,000), Labour (16,000) and even Agriculture (4,000) 
(Hine 1993, p. 232). Italian administration is further complicated by a 
decentralization of some responsibilities, unlike in Greece. When it was 
established in 1986, the ministry (which replaced the Inter-Ministerial Committee 
for the Environment created by a decree of 1979) was granted limited powers 
over air, water and soil pollution as well as nature reserves. The latter was the 
only transfer of a function from another ministry (Agriculture), because the 
established ministries fought an effective campaign to keep their powers in the 
face of the challenge presented by the new ministry. Although Article 1 of the 
law establishing the new ministry contained the high-minded declaration that its 
purpose was to ‘ensure, within an organic framework, the promotion ... of 
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environmental conditions’, key powers were retained by such ministries as 
Public Works, Health, Civil Protection and Cultural Heritage (Capria, undated, 
p- 17). In the course of time, however, the Environment Ministry has acquired 
further functions, notably for industrial waste, recycling, emergency clean-up 
programmes, powers of short-term interventions for immediate threats to the 
environment and preparing a general plan for improving water quality 
(Commission of the EC, DG XI, 1993, pp. 117-18). 

While this represented some advance in substantive terms, many of its 
environmental functions are still shared with other ministries, including 
atmospheric pollution (shared with Public Health, Energy, Transport and 
Industry), industrial risk (shared with Public Health), marine pollution (shared 
with the Merchant Navy Ministry) and environmental impact (shared with 
Cultural Heritage). Although the Ministry of the Environment has gained some 
more specific powers, such as sole responsibility for waste disposal, it continues 
to face considerable constraints on its action. Inter-ministerial co-ordination has 
been weak, thus not allowing the ministry to gain more administrative muscle, 
and the ministry has also suffered from inadequate infrastructure. The report of 
the ministry on its first five years mentioned not only its lack of staff, but also the 
lack of resources and logistical problems (its offices were located in four different 
parts of Rome). Furthermore, it depended heavily on external collaboration from 
local agencies for many areas of operation (for example, data collection and 
evaluation), and this dependence proved difficult and slow (Ministero 
dell’Ambiente 1992, pp. 74-5). One recent attempt to rectify this problem was 
the plan to set up a National Agency for Environmental Protection, this being 
linked to a reorganization of the Ministry of the Environment, but it was blocked 
by several other ministries, especially Industry (Ministero dell’Ambiente 1992, 
p. 74). 

Typically of Italian government, such bureaucratic lethargy (sometimes called 
lentocrazio or ‘slow-ocracy’) has only been countered, and then only temporarily, 
when a committed and proactive minister has expended unusual energy to push 
for policy change. Such a minister was Giorgio Ruffolo, Minister of the 
Environment in four successive governments from 1987-92. A Socialist, Ruffolo 
was unusually well-qualified as an economist with environmental expertise (and 
the author of some books on the subject); but, more to the point, he demonstrated 
much greater environmental commitment than any of his predecessors. This 
commitment was evident in his policy statement attached to his ministry’s first 
report on the state of the environment in Italy (1989), in which he argued 
strongly for a reinforcement and restructuring of environmental administration 
and for a rethinking of inter-ministerial co-ordination to make ‘government of 
the environment’ more effective (Ruffolo 1989, pp. 43-4). In that same year, a law 
was passed initiating a three-year programme that included provisions for better 
co-ordination, but it has not produced a radical departure. Thus, although his 
tenure at the ministry has been called the ‘Ruffolo era’, it has had only minimal 
effect on the administrative structures in Rome. 
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Turning to Spain, the main difference is that environmental administration is 
to a large degree federal in structure in that, the autonomous communities 
acquired in the mid-1980s many environmental competences, while the centre 
retained responsibility for basic legislation on environmental protection. On the 
national level, the main ministry involved is Public Works and Transport 
(previously called Public Works and Urban Affairs), renamed Public Works, 
Transport and the Environment in the summer of 1993. From 1982, it included 
the General Directorate for the Environment which, among its tasks, represented 
Spain in international organizations. This unit gradually increased in weight 
within MOPT and in 1990 was elevated in status to a General Secretariat (SGMA) 
headed by a state secretary (the only case in the ministry); but this has not been 
accompanied by any change in its functions (Lopez Bustos 1992, pp. 45-6). 
Officially, the SGMA acts as co-ordinator of all national environmental policy and 
is, for instance, responsible for data collection and analysis, environmental 
planning and programming and the preparation of environmental legislation. It 
also has some sectoral functions such as waste and atmospheric pollution. The 
other main ministries to hold environmental functions are Agriculture (nature 
conservation and forestry), Industry (environmental impacts of industry, 
industrial waste management) and Health (including health monitoring of air 
and water pollution) (Commission of the EC, DG XI, 1993, pp. 69-71). 

Thus, the Spanish structures are less fragmented than the Greek and Italian 
with one large ministry (whose principal responsibility is public works) having 
the senior role in environmental policy. The importance of this arrangement 
needs to be qualified in a number of ways. Firstly, co-ordination has in practice 
been inefficient so there has been a predominance of separate sectoral 
approaches in solving problems. According to Lopez Bustos, this lack of co- 
ordination was not reduced by the 1990 reform, for the MOPT (Ministerio de 
Obras Publicas y Transportes) still does not ‘have a structure adequate for 
imposing environmental decisions exactly where it is necessary to exercise 
control’ (Lopez Bustos 1992, p. 49). Secondly, there is extreme fragmentation of 
regional powers, which themselves are complex because they vary significantly 
between the seventeen autonomous communities. Finally, Spanish governments 
have not had a single minister with a special commitment to environmental 
affairs. 


CONCLUSIONS 


What conclusions can we draw from the above analysis about the relative 
significance of national versus structural trends in the shaping of environmental 
administration? The patterns of concentration that we observe are clearly the 
effect both of national policy dynamics and of trends towards some convergence 
Operating across systems, but the latter effect appears far weaker than the former. 
If we look at the functions that are assigned to environment ministries, the 
details elude any simple cross-national generalizations. For example, the place of 
water pollution control or nature protection within the bureaucratic lego 
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depends crucially upon historic responsibilities that other ministries have held. 
The counter-example to this assertion is Germany, an exception that proves the 
rule. It took something as large and politically significant as the national panic 
over Chernobyl to dislocate the strong historical attachments of environmental 
functions to Interior and Agriculture. 

How can we explain this result? Our analysis has given greater credence to 
middle range theories that stress governmental politics and national policy styles 
than to their alternatives. If we look behind these generalizations to the 
motivational assumptions to which they appeal, then it is possible to see the 
shape of an answer, for what we need to understand are the political resources 
that enable actors to mobilize to pursue their ends. 

One specific reason why factors related to bureaucratic politics might be 
important is that few European environment departments or offices are created 
ex nihilo. Typically, the creation of a new ministry or specialist agency arises from 
the amalgamation of existing units. The wrenching of these units from their 
existing position within the bureaucratic structure provides an occasion for turf 
disputes and resistance from those bodies who are in danger of losing some of 
their functions. Thus, the German Interior Ministry was engaged in a sustained 
battle to retain its environmental functions, even though it was clear by the early 
1980s that the whole range of functions for which it was responsible was too 
extensive. In Italy, the Ministry of the Environment was established in 1986, but 
only after long-standing ministries had concluded a largely successful defence of 
their roles thus limiting the functions of the new ministry (Capria, undated, p. 
17). Similarly, the Department of Employment struggled with the Department of 
the Environment in Britain to retain the Industrial Air Pollution Inspectorate, 
despite the Inspectorate itself wanting to move to Environment (O’Riordan and 
Weale 1989). 

These examples also show little evidence of governments seeking rationally 
some optimal institutional design. One symptom of this lack of rationality is the 
small amount of time and attention that is given to planning changes. For 
example, the German reorganization was carried out very quickly, and those 
engaged in the process agree that there was little intellectual preparation behind 
the way in which the ministry was structured. In the case of the UK’s department 
of the Environment, one can argue that its original establishment reflected the 
intellectual doctrines of Mr Heath’s super-ministries, but subsequent changes 
have hardly left its original intellectual rationale intact. 

Of the northern states Germany is the only one to exhibit significant 
discontinuities in functions and growth. Indeed, in general, the national 
differences of administrative evolution appear to be fairly stable over time. 
The most obvious explanation for this is bureaucratic inertia combined with an 
interest among ministers in maintaining their turf. It might have been reasonable 
to suppose that the coalition government of the Netherlands and Germany 
would have revealed more stable patterns than that of the UK, since complex 
negotiations over portfolio allocations between hard-bargaining coalition 
partners might have the effect of stabilizng ministerial responsibilities. Thus, 
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part of the German difficulty in breaking up the Interior Ministry before 1986 
stemmed from the fact that it had been assigned to a CSU (Christian Social Union) 
minister from 1982, thus creating a delicate portfolio balance that could not easily 
be disrupted. But the coalitional factor cannot explain the stability of the British 
case where ministerial reshuffles are commonplace and the prime minister has 
the freedom to reorganize the machinery of government, often for purposes 
unrelated to functional requirements (cf. Pollitt 1987). This three-country 
comparison thus suggests that bureaucratic inertia is the primary cause of 
resistance to change, given that domestic or party politics has failed to push for 
change. 

Sometimes the internal pressure of governmental politics and bureaucratic 
rivalry are so strong that only an influential external actor is capable of inducing 
the agreement necessary for reorganization. Thus, Christofilopoulou (1992, pp. 
109-10) reports that the management of water and waste water in Greece was 
only reorganized under pressure from the European Investment Bank. The Bank 
was only prepared to provide loans for water and wastewater treatment plants, 
provided there was a suitable institutional structure to implement the 
programme. However, there is little evidence that the politics of European 
environmental policy have regularly imposed similar constraints on all countries. 
Although countries need to be represented at the Environment Council of 
Ministers, there does not appear to have arisen as a result pressures towards 
similarity of institutional design. 

The more we stress the forces of bureaucratic resistance to change, the more 
puzzling, of course, we make the change that does occur. Given the resistance 
that bureaucratic change is likely to incur, why do we observe the patterns of 
change that we do? Firstly, it is clear that alterations in the machinery of 
government generally take place for a number of reasons (Pollitt 1987; Szanton 
1981). Among them is the desire of policy-makers to give weight to a policy area 
and to symbolize new priorities. Thus, one hypothesis might be that the growth 
of environmental awareness throughout the developed world in the 1980s 
provided an incentive for all national governments to symbolize to their publics 
the importance they attached to the environment by creating a specialist ministry 
and concentrating relevant functions within it. 

In the cases of Germany and Greece this was particularly evident, and a 
similar point can be made in respect of Italy. The UK and Spain illustrate the 
negative symbolism of the dog that did not bark. The location of environmental 
responsibility in Public Works in Spain symbolizes the failure to establish an 
independent environmental organization, and the stasis of the UK is equally 
symbolic. In the latter case the continual prevarication over the creation of a fully 
integrated pollution inspectorate seems an apt symbol of political dithering. 
Although Mr John Major announced on 8 July 1991 the desire to establish a 
unified pollution control agency (ENDS Report 1991, p. 13), the practical 
implementation of this change has had to wait for the passing of legislation in 
1995. 
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To speak of symbolism in this context is not of course to say that the changes 
are of no value. Some possible value may be attached to symbolism (institutional 
flagging of an issue), although in relation to what may be called ‘substance’ (real 
priority-accorded environmental policy) careful analysis is needed. The 
importance of ‘symbolism’ may be either short-term (expressing the issue 
flavour of a particular time or the ideological fervour of the party in power then), 
or it may reflect a real attitude. In Greece, the move to establish a Ministry called 
‘Physical Planning, Housing and the Environment’ in 1980 responded to a new 
public concern but also a special symbolism. When it was being planned, the 
intention was to create a strong new ministry based on the British model. The 
environment was identified as one of the symbols of the new freedom after the 
fall of the Colonels in 1974 and as such was written into the Constitution of the 
young democracy (Times 11 December 79). As it was, in later years 
environmental policy tended to lose attention in substantial terms. In the case 
of Spain, it could be said that the non-establishment of a proper ministry of the 
environment expresses a fairly visible reluctance on the part of the government 
over environmental matters. Unlike in Greece, the ministry in question (called 
Public Works and Transport) did not include the relevant term until 1993. 
Negative symbolism thus seems to accord with limited ‘substance’. 

For those who hold that organization makes little difference to the 
effectiveness of policy performance, our story of historically rooted resistance 
to change only susceptible to the powerful currents of symbolic politics will have 
represented little more than a curiosity. But for those (like the authors of the 
article) who believe that organization does matter, the evidence we have 
presented shows how difficult it is likely to be politically to secure the changes in 
organization that many proponents of better environmental policy have sought. 


APPENDIX 
Listing of functions: 


1. Environmental functions: air policy; biotechnology; clean technology; 
energy efficiency; environmental impact assessment; freshwater pollution; 
land use planning; marine pollution; monitoring; radioactive substances; 
nature protection; nuclear safety; soil protection; toxic substances; waste 
management; (international co-ordination); (strategic planning); (research 
and development); (personnel and budget); minerals; forestry. 

Those with brackets around them are functions that virtually all ministries 
need for whatever business they conduct. We have included them as 
environmental functions, so that the index of concentration is constrained 
to be 100 per cent in the case where there is a fully concentrated ministry. 

2. Non-environmental functions: construction; fisheries; government prop- 
erty management; local government; local government finance; national 
heritage; public buildings; public housing; public works; sport; urban 
regeneration; vivisection. 
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NOTE 


This article arises from a joint research project entitled ‘Environmental Standards and the Politics 
of Expertise’ funded under the Economic and Social Research Councils Single European Market 
Programme (award no. W 113 251 025). 
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THE FRENCH PRESIDENCY: CONCEPTUAL- 
IZING PRESIDENTIAL POWER IN THE 
FIFTH REPUBLIC 


ROBERT ELGIE 


One of the main tasks of those who study French politics is to explain the source of 
presidential power in the Fifth Republic. In French, two rival explanations have 
emerged: the state power thesis and the majority power thesis. For the former, 
presidential power is structural, being derived from the organization of the state. For the 
latter, it is conjunctural, being dependent on the nature of the parliamentary majority. 
The aim of this article is twofold. It introduces an English-speaking audience to the two 
existing explanations of presidential power. It also proposes an alternative explanation 
drawn from the recent literature of new institutionalism. An institutional explanation 
combines the strengths of the two existing approaches and provides a future research 
agenda for the study of presidential power in France. 


Following its creation in 1958, one of the main features of the French Fifth 
Republic was the presidentialization of the political system. One observer noted 
that: ‘[t]he French are scarcely aware of the fact, but their President is, by a long 
way, the most powerful chief executive in the West ... ‘ (Duhamel, Alain 1980, p. 
23). Another stated: [ilf the term ‘imperial presidency’ can be applied with any 
degree of validity, one might chose to apply it to the President of France rather 
than to his counterpart in the United States’ (Suleiman 1980, pp. 103-4). Since 
1986, though, such judgements have had to be somewhat qualified. During the 
two periods of political ‘cohabitation’ between a left-wing President and a right- 
wing Prime Minister (1986-88 and 1993-5), the degree of presidentialization was 
substantially reduced. About ‘cohabitation’, Feigenbaum declared that: rlather 
than the president being superior, he became co-equal to the prime minister’ 
(1990, p. 268). For Cohendet, ‘cohabitation’ called into question the practice of 
the Fifth Republic and redefined its image (1993, p. 7). 

One of the main tasks of those who study French politics has been to 
understand both why the system became presidentialized in the period after 
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1958 and why it was transformed in the mid-1980s. In short, one of the principal 
research agendas in French politics has been to explain the source of presidential 
power. In this respect, two rival schools of thought have emerged. Two 
competing explanations of presidential power have been put forward. The first 
explanation, the state power thesis, contends that presidential power is an 
independent variable. According to this thesis, presidential power is derived 
from the organization of the French state. In this way, the source of presidential 
power is assumed to be structural. The second explanation, the majority power 
thesis, argues that presidential power is a dependent variable. According to this 
thesis, presidential power is contingent upon the changing nature of the 
parliamentary majority. As such, the source of presidential power is taken to be 
conjunctural. 

The aim of this article is twofold. Firstly, it aims to introduce an English- 
speaking audience to the existing explanations of the source of presidential 
power. To date, the debate between the proponents of the state power and 
majority power theses has taken place almost exclusively in French. Only 
Hayward (1993) and Lovecy (1992) have made explicit, albeit limited, reference 
to these two schools of thought. By building upon their initial work, it is hoped 
that this article will bring the terms of the French debate to the attention of a 
wider audience. Secondly, this article also aims to put forward an alternative 
explanation of presidential power in France. This explanation is derived from the 
growing literature on new, or historical, institutionalism. By referring to this 
literature, the strengths of both the state and majority power theses may be 
combined. 

In the first two sections, the existing explanations of presidential power in 
France will be presented, beginning with the state power thesis. In the third 
section, the alternative explanation of presidential power will be proposed. 


A STRUCTURAL EXPLANATION - THE STATE POWER THESIS 


According to one school of thought, the source of presidential power is state 
power (le pouvoir d'Etat). This thesis is derived from an article written in the 
autumn of 1958 by the eminent French constitutionalist, Georges Burdeau, which 
was published in 1959. Burdeau himself reiterated and slightly amended the 
state power thesis in the many editions of his manual of constitutional law and in 
the many volumes of his treatise of political science (see, inter alia, 1984 and 
1986). Recently, the most passionate and consistent purveyor of this thesis has 
been Jean-Louis Quermonne (see Bodiguel and Quermonne, 1983; Quermonne, 
1980, 1981, 1982a, 1982b, 1983, 1985, 1986a, 1986b, 1987a, 1987b, 1991, 1993a, 
1993b, 1994; and Quermonne and Chagnollaud 1991). In turn, the work of both 
Burdeau and Quermonne has been taken up in one form or another by other 
writers, such as Pierre Avril (1988), Gérard Conac (1987 and 1989), Gilles 
Lebreton (1989), Jean Massot (1986) and Hugues Portelli (1992 and 1994). The 
essence of the state power thesis is that presidential power is structurally 
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guaranteed. It is not contingent upon the support of a parliamentary majority. 
Instead, its source is to be found in the organization of the political régime. 

In his 1959 article, Burdeau argued that the Fifth Republic re-established the 
state (or State’) as one of the motive forces of political life (p. 88). He also argued 
that the power of the state was incarnated in an institution, the President of the 
Republic, who exercised such power not as the instrument of an individual, or a 
political party, but of the nation as a whole (1959, p. 89). The President was 
responsible for deciding the long-term future of the country. He was entrusted 
with safeguarding France’s destiny (Burdeau 1959, p. 90). In the sense that state 
power was derived from the organization of the new régime, then so too was the 
source of presidential power. In contrast to the Third and Fourth Republics, the 
organization of the Fifth Republic provided the opportunity for presidential 
power to prevail. In the work on the state power thesis, six aspects of the 1958 
régime have been variously identified as guaranteeing presidential power: the 
Constitution; the President’s relationship with the public; the higher civil service; 
the judiciary; the military; and the media. In each case, the source of presidential 
power is independent of the parliamentary majority. 

Firstly, for both Burdeau and Quermonne, presidential power has a 
constitutional foundation. Although Article 20 states that ‘the government 
decides and directs the policy of the nation’ and Article 21 states that ‘the Prime 
Minister is in general charge of the work of the government’, Article 5 provides 
the President with both a permanent responsibility to oversee and, if necessary, a 
duty to intervene in the activity of the Republic. It reads: 


The President of the Republic ensures that the Constitution is respected. He 
ensures, by his arbitration, the regular working of the public authorities as 
well as the continuity of the State. He is the protector of national 
independence, of territorial integrity and of the respect for Community 
agreements and treaties. 


For Burdeau, Article 5 ensures that the President’s decision-making power stems 
not from the exigencies of a parliamentary majority, which may fluctuate, but 
from an overriding state imperative (1959, p. 98; and 1984, p. 458). For 
Quermonne and Chagnollaud, it ensures that presidential power is an 
independent variable (1991, p. 185). In addition to Article 5, Article 14 gives 
the President the right to appoint ambassadors abroad and Article 52 states that 
the President negotiates and ratifies treaties. Both give the President a degree of 
authority in foreign affairs. Similarly, Article 16 provides the President with an 
unconstrained power to act in times of national emergency, issuing decrees 
which have the force of law. The President may assume such powers simply after 
consulting the Prime Minister and the Presidents of the National Assembly, the 
Senate and the Constitutional Council. For Burdeau, this article provides the 
opportunity for the state to survive in the situation where it is being threatened 
by other forces (1959, p. 98). It provides the President with a further 
constitutional power which is not dependent upon the support of a parlia- 
mentary majority. 
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The second foundation of presidential power is derived from the President’s 
privileged relationship with the people. In 1958, the President was elected by a 
wide-ranging college composed mainly of representatives of local government. 
Despite the indirect nature of the presidential election at this time, Burdeau 
believed the college to be sufficiently independent of political parties for the 
President to be a representative of the nation (1959, p. 96). However, the popular 
link was more firmly established by the constitutional amendment of 1962, 
which introduced the direct election of the President by universal suffrage. 
Presidential elections now provide the opportunity for candidates to assert their 
autonomy from the parliamentary majority (Burdeau 1986, p. 441). They do so, 
because the successful candidate is elected on the basis of a majority which he or 
she constructs, rather than on the basis of a majority which simply reflects the 
existing configuration of party support in the legislature. Again, as with the 
constitutional situation, the President is assured of a degree of independent 
support. For both Burdeau and Quermonne, though, presidential elections are a 
necessary, but not a sufficient condition for presidential power. Presidents must 
construct a link with the people not just at the time of their election, but also 
continually during their seven-year term in office. They may do so through the 
use of referendums (Quermonne 1980, p. 1187; 1986a, p. 365; and 1994, p. 308), or 
through the creation of a statesmaniike, apolitical image (Burdeau 1986, pp. 440- 
5; and Quermonne 1987a, pp. 6-7). In both ways, Presidents have the potential to 
build a basis of support which is once more separate from that of the parlia- 
mentary majority. 

The third structural foundation of presidential power lies in the President’s 
relationship with the higher civil service. In previous Republics, the government 
(mcluding the presidency) and the civil service were separate organizations 
(Quermonne and Chagnollaud 1991, p. 593). The one could not rely upon the 
other to further its aims. In the Fifth Republic, though, this situation changed. 
Since 1958 there has been ‘an organic link’ (Quermonne 1994, p. 310; Bodiguel 
and Quermonne 1983, p. 265) between the two. There has been an inter- 
penetration of the political and administrative classes. Moreover, this situation 
has worked to the advantage of the presidency, because of the French equivalent 
of the American ‘spoils system’. Presidents have appointed people with an 
administrative background to positions of authority in the government and 
public sector (Portelli 1994, pp. 51-54). Out of loyalty, these people have 
implemented the President’s policies (Quermonne and Chagnollaud 1991, p. 
595). They have served as a political support structure, underpinning the exercise 
of presidential power (Bodiguel and Quermonne 1983, p. 264). In this way, the 
presidency has consistently been supported by a force from outside of the party 
political class (Quermonne 1981, p. 359), providing another example of the 
structural nature of state power. 

The three final foundations of presidential power (the judiciary, the military 
and the media) may be examined together. The Fifth Republic did not separate 
executive from judicial functions (Quermonne 1982a, pp. 555-6). The President is 
the guarantor of judicial independence (Article 64) and presides over the Higher 
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Council of the Magistrature (Article 65). In this way, the judiciary does not act as 
an independent element of state power. Instead, the President is closely 
implicated in the work of the judiciary. The same is true for the President’s 
relationship with the military. In the early year of the Fifth Republic, the 
country’s military command structure was reorganized. In particular, a series of 
decrees centralized command and control functions and placed them in the 
President’s hands (Portelli 1994, pp. 58-60). The presidentialization of defence 
policy making was then confirmed in 1964 with the arrival on-stream of nuclear 
weapons. The President was given sole responsibility for any decision to launch 
a nuclear attack. All told, by the mid-1960s, the military was a further element of 
state power, which was subordinate to the President (Quermonne and 
Chagnollaud 1991, p. 592; note, though, Quermonne 1994, pp. 307-8). Similarly, 
Quermonne has explicitly rejected the idea that the media constitute an 
independent ‘fourth power’ (1986a, p. 365). The highly centralized public sector 
media have acted as a relay between the politico-administrative aspect of 
presidential power and its popular manifestation. Presidents have consistently 
used public sector television to announce policy decisions and to transmit their 
message to the public. Televised press conferences, personal interviews and 
solemn addresses to the nation have become another manifestation of the 
structural basis of presidential power (Portelli 1994, p. 66; note, again, 
Quermonne 1994, pp. 307-8). 

For all these reasons, the state power thesis contends that, throughout the Fifth 
Republic, the source of presidential power is to be found in structural factors and 
not in the presence of a favourable parliamentary majority. It follows that 
presidential power has been a constant feature of the Fifth Republic. Evidence for 
this contention may be found in each of the first four periods of the Fifth 
Republic’s history: the de Gaulle presidency (1959-69); the Pompidou and 
Giscard d'Estaing presidencies (1969-74 and 1974-81); the 1981 alternation in 
power and the first period of the Mitterrand presidency (1981-86); and the first 
period of ‘cohabitation’ (1986-88). In addition, Quermonne himself has argued 
that events in the period following Mitterrand’s re-election in 1988 confirm the 
state power thesis (1993a, p. 42; Quermonne and Chagnollaud 1991, pp. 28-9). 
Here, though, in order to demonstrate how attempts have been made to validate 
the state power thesis, evidence will simply be drawn from the first four periods 
mentioned above. 

For some observers, the de Gaulle presidency serves as the clearest 
demonstration of the state power thesis (Portelli 1992; Quermonne 1982a, p. 
549). From 1959-62, de Gaulle was not supported by a parliamentary majority, 
yet he was still at the centre of political life (Quermonne 1986b, p. 186). During 
this period, the President asserted his authority in various ways: by invoking 
Article 16 from April to September 1961, by the use of referendums in January 
1961 and April and October 1962 and by the appointment of loyal civil servants 
to top posts in the government, administration and public sector. After 1962, de 
Gaulle did benefit from the support of a parliamentary majority, but, for 
Quermonne at least, the advent of such a majority simply obscured the fact that 
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state power was the real source of presidential power (1991, p. 116; and 1992, p. 
779). Indeed, de Gaulle’s own conception of the presidential office was uncannily 
reminiscent of the state power thesis. At a press conference in 1964, he stated: ‘it 
must be clearly understood that the indivisible authority of the State is bestowed 
wholly upon the President by the people, who elected him, and that there is no 
other authority, be it ministerial, civil, military, or judicial, which is not conferred 
or maintained by him ... .’ In practice, de Gaulle intervened in all aspects of the 
governmental decision-making process. He used the public sector broadcasting 
monopoly to influence public opinion. He placed Gaullist sympathisers at key 
posts across the political system, creating what became known as the ‘Gaullist- 
State’. In 1968, he even appeared to be ready to call upon the military to snuff out 
what he considered to be a threat to the régime from revolutionary forces 
(Quermonne and Chagnollaud 1991, p. 592). In these ways, de Gaulle relied 
upon the various elements of state power to dominate the political process. 

Evidence for the state power thesis has also been found in events during the 
Pompidou and Giscard d’Estaing presidencies. Unlike de Gaulle, neither 
President was charismatic. However, like de Gaulle, neither simply relied 
upon the parliamentary majority to uphold the presidentialization of the régime. 
For example, in 1972, Pompidou dismissed the Prime Minister, Jacques Chaban- 
Delmas, even though the latter had won an overwhelming vote of confidence in 
the National Assembly only a few weeks previously. In so doing, Pompidou 
demonstrated that the parliamentary majority could not freely transfer decision- 
making authority from the head of state to the head of government (Quermonne 
1987b, p. 101). Similarly, in 1976, Giscard appointed Raymond Barre as Prime 
Minister, even though, at that time, he had never been elected to either the 
National Assembly or the Senate and he did not belong to a political party. 
Further evidence has been found in the relationship of both Presidents with the 
civil service. Pompidou appointed senior civil servants to top posts in the 
Gaullist party as a way of extending his control over it (Quermonne 1987b, p. 
100). During the Giscard presidency, the degree of interpenetration between the 
political and administrative classes was at its greatest (Quermonne 1980, pp. 
1186-7; Quermonne 1983, pp. 493-500). In these ways, the foundation of 
presidential power remained structural. 

The exercise of power during the 1981-86 period has also been used to confirm 
the state power thesis. In 1981, when the left won office for the first time during 
the Fifth Republic, there were signs that the political system would function in a 
different manner. Since the 1960s, Francois Mitterrand, had criticised what he 
considered to be excesses of presidential power (see the quotations in Ardant 
1987, pp. 59-60). He was also more closely associated with a political party, the 
Socialists, than any of his presidential predecessors. Indeed, a short time before 
the 1981 presidential election, Mitterrand announced that, if elected, he would 
rely upon the parliamentary majority for support (Quermonne 1982b, pp. 68-9). 
However, once elected, Mitterrand soon indicated that the source of presidential 
power would remain unchanged. In September 1981, speaking of the presidency, 
he stated that: ‘As you can see, I suit the institution very well’ (Le Monde, 26 
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September 1981). He made it clear that the governmental policy-making agenda 
would be derived from his presidential election programme, rather than the 
Socialists’ legislative election manifesto (Quermonne 1982b, p. 76; 1986b, p. 195). 
He also frequently reiterated the view that his constituency was the nation and 
that his responsibilities were different from those of the party and the party’s 
representatives in government (Burdeau 1986, p. 443). In all, Mitterrand’s 
conception of the presidential office and his exercise of presidential power 
resembled very closely that of his three predecessors. 

Finally, the first period of ‘cohabitation’ has also served to back up the state 
power thesis. In 1986, the right won a majority in the National Assembly. 
Because the Prime Minister is responsible to the National Assembly and needs its 
confidence to remain in office, this victory meant that Mitterrand was obliged to 
appoint someone who could command its support. Consequently, for the first 
time under the Fifth Republic, a President and Prime Minister from two 
opposing political families were obliged to hold office simultaneously. From 
1986-88, the Prime Minister, Jacques Chirac, invoked Articles 20 and 21 of the 
Constitution (see above) and was responsible for all domestic policy decisions. 
And yet, during this period, the President was not powerless (Quermonne 1987a, 
p- 7; 1987b, p. 111; and Quermonne and Chagnollaud 1991, pp. 24-8). In 
particular, he maintained a considerable degree of influence in foreign and 
defence policy making and he used his powers to delay the passage of 
governmental legislation. During ‘cohabitation’, the exercise of presidential 
power cannot be explained by reference to the parliamentary majority. The 
majority was clearly opposed to the President during this period. Instead, all 
manifestations of presidential power at this time can only be explained by 
reference to the state power thesis (Avril 1988, p. 43; Burdeau 1986, p. 455; Conac 
1987, pp. 269-74; Quermonne 1992, p. 779; 1987a, p. 11; 1987b, p. 112; and 
Quermonne and Chagnollaud 1991, pp. 26-8). Indeed, for some observers, the 
specificity of the ‘cohabitation’ period emphasized most clearly of all that the 
source of presidential power was state power (Conac 1989, pp. 60-1; Lebreton 
1989, pp. 1088-92). 


A CONJUNCTURAL EXPLANATION - THE MAJORITY POWER 
THESIS 


In contrast to the first school of thought, there is a second school which contends 
that the source of presidential power is majority power (le pouvoir majoritaire, or, 
sometimes, la puissance majoritaire). The majority power thesis is derived from the 
work of Maurice Duverger (1970, 1974, 1978, 1980, 1982, 1985, 1986a, 1986b, 
1986c, 1986d, 1987, 1990 and 1992). In particular, it is derived from his 
comparative research on semi-presidential régimes, which was first formulated 
in 1970 (Duverger 1970, pp. 277-9). The other writer who is closely associated 
with the majority power thesis is Dmitri Georges Lavroff (1986a, 1986b and 
1991). By the fourth edition of his textbook on the French political system, 
Lavroff had clearly adopted Duverger’s thesis as the best way of explaining 
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presidential power (1986a, pp. 540-1). In short, the majority power thesis holds 
that the structural aspects of presidential power are not determining. Instead, 
such power is conjunctural. Presidential power is dependent on the composition 
of the parliamentary majority in the National Assembly and on the President’s 
relationship with that majority. 

Although Duverger only coined the term ‘majority power’ in a book which 
appeared in 1982 (ch. 7), the origins of this thesis may be traced back to the 1970 
edition of his textbook on French political institutions and constitutional law. In 
this book, the majority power thesis was present, but still largely undefined. In 
summing up the nature of presidential power, Duverger stated that the 
governmental system ‘rests wholly on the agreement of the President of the 
Republic and the parliamentary majority’ (1970, p. 749). By 1974, the thesis was 
expressed rather more clearly and certainly more floridly: ‘The French republican 
monarch might be seen as a protean King, changing shape and power according 
to the nature of parliamentary forces’ (Duverger 1974, p. 188). By 1978, it was 
explicit and succinct: ‘The keystone [of the régime] is the parliamentary majority’ 
(Duverger 1978, p. 90). In such a situation, Duverger argued, the mechanics of 
the régime are built upon two factors: the nature of the parliamentary majority 
and the President’s relations with that majority (1978, p. 120). It follows from this 
observation that variations in these two factors cause variations in presidential 
power (Duverger 1982, p. 154). It also follows that presidential power is a 
dependent variable, which is in contrast to the state power thesis where 
presidential power is an independent variable. 

There is an heuristic aspect to the majority power thesis. It allows a set of 
situations to be constructed through which all the possible variations in 
presidential power may be explored (Duverger 1986b, p. 8; 1986d, p. 349; and 
1982, p. 193). In Duverger’s earlier work on this subject, he confined himself to 
discussing two possible situations: one in which the President is supported by a 
parliamentary majority and another in which he or she is not (1970, pp. 747-54 
and 1974, pp. 188-233). Then, in his 1978 book on semi-presidential régimes, 
Duverger gave equal emphasis to the importance of the President’s relationship 
with the majority. In so doing, he constructed a table of potential scenarios which 
contained 17 cells, ranging from the President as the leader of a monolithic 
majority to the President as a neutral figure in the absence of any majority (1978, 
p. 122 and 1980, p. 186). Subsequently, in an act of parsimony, the number of 
scenarios was reduced to six (Duverger 1982, p. 230). 


FIGURE 1: Three modes of majority power, 1959-88 


Mode 1: The majority supports the President 1962-86 
Mode 2: The majority opposes the President 1986-88 
Mode 3: There is no parliamentary majority 1959-62 
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Although Duverger has been keen to construct hypothetical scenarios, he has 
also insisted that the foundations of the majority power thesis are empirical 
(1982, p. 193). He has repeatedly explored its practical applications. Indeed, the 
strength of the majority power thesis lies in the fact that it corresponds to and 
provides an explanation of the practice of presidential power during the Fifth 
Republic. By focusing on the nature of the parliamentary majority and the 
Presidenť’s relationship with the majority, this thesis demonstrates that, since 
1958, the degree of presidential power has varied and it explains why these 
variations have occurred. Concentrating on evidence drawn from empirical 
observation alone, Duverger identifies and accounts for three dominant modes of 
majority power since 1958 (see figure 1). These modes correspond to the situation 
where there has been a parliamentary majority and where it has supported the 
President; the situation where there has been a parliamentary majority, but 
where it has been opposed to the President; and the situation where there has 
been no parliamentary majority at all (1987; and 1990, pp. 529-607). Similar 
modes have been adopted by Lavroff in his recent work (1991 pp. 504-24). What 
is common to the work of both Duverger and Lavroff is the argument that, 
however many modes are adopted and whatever periods they cover, presidential 
power is not structurally guaranteed. In this sense, as an explanation of 
presidential power, the majority power thesis is conceptually different from the 
state power thesis. 

The first mode of majority power consists of the situation where a 
parliamentary majority has existed and where it has supported the President. 
This mode lasted from the right’s victory in the November 1962 National 
Assembly election until the left’s defeat in March 1986. (According to Duverger, 
it also occurred after the legislative election in June 1988 (1990, pp. 557-63), 
although this reading of the parlimentary situation is rather more controversial.) 
From 1962-86, presidential power was at its greatest. The combination of the two 
aspects of majority power meant that governmental authority was placed in the 
hands of the President of the Republic (Duverger 1990, p. 546). The President 
was supported by a majority in the National Assembly which allowed him to 
appoint a loyal Prime Minister who would carry out the President’s legislative 
programme. In this way, the conditions for ‘presidential government’ were 
realized (Lavroff 1991, p. 496). Indeed, for Duverger, the power derived from the 
majority was so great that there was no need for Presidents to have recourse to 
their constitutional prerogatives (1990, p. 532). Presidents governed, because the 
nature of the parliamentary majority allowed them to do so. 

Duverger also argues that, within this first mode of majority power, it is 
possible to distinguish more precisely between different sub-periods (or sub- 
modes) of presidential power. That is to say, although the parliamentary majority 
supported the President from 1962-86, the nature of the majority did not remain 
constant during this time, nor did the President’s relationship with it (Duverger 
1990, pp. 532-42). It is possible to distinguish between three types of 
parliamentary majority from 1962-86: a single party majority (1968-73 and 
1981-86); a coalition majority with imbalanced coalition partners (1962-68 and 
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1973-78); and a coalition majority with balanced coalition partners (1978-81). In 
the case of the President’s relationship with the majority, it is possible to separate 
the relevant periods of the de Gaulle, Pompidou and Mitterrand presidencies 
(1962-74 and 1981-86), where the President led the majority, from the Giscard 
d’Estaing presidency (1974-81), where the President’s relationship with the 
majority was strained. Combining these different types of majority and 
presidential relationships with the majority, it is possible to construct a six cell 
table (see figure 2). Within the general category of presidential government, these 
cells correspond to more subtle variations in presidential power. For example, 
much of the Pomidou presidency was characterized by a period of extreme 
presidentialization. By contrast, the Giscard presidency was marked by a form of 
guerrilla warfare between the Giscardian and Gaullist components of both the 
executive and the legislature, particularly after the 1978 legislative election. In 
this way, the majority power thesis indicates that these two periods (and others) 
differed somewhat and accounts for why these differences should have occurred. 


FIGURE 2: Variations in the nature of the parliamentary majority and the 
President's relationship with the majority (1962-86). 


President leads the President in conflict 
majority with the majority 
Single party 1968-73, 1981-86 no examples 
Imbalanced coalition 1973-74 1974-78 
Balanced coalition 1962-68 1978-81 


Source. Duverger 1990, pp 532-42 


The second mode of majority power corresponds to the situation where there 
has Been a parliamentary majority, but where it has been opposed to the 
President. This mode is consistent with the two periods of ‘cohabitation’ (1986— 
88 and 1993-95). During these two periods, presidential power was at its 
weakest. The President was opposed by a majority in the National Assembly and 
he was obliged to appoint a Prime Minister who was also opposed to him. As a 
result, with the support of a parliamentary majority, which he also led, the Prime 
Minster was dominant. The Prime Minister was now the beneficiary of majority 
power (Dtiverger 1990, p. 566) and the President was merely the de facto leader of 
the opposition (Duverger 1987, p. 115). This is not to say that the President was 
completely powerless during ‘cohabitation’. Indeed, in both his 1986 and 1987 
books, Duverger identified the presidential prerogatives which would and did 
remain intact during this period (1986a and 1987). It is simply to say that the 
majority power thesis explains why ‘cohabitation’ should have occurred and 
why the principal responsibility for decision-making before the President and 
Prime Minister should have shifted from the former to the latter during this 
period. In both respects, the majority power thesis differs from the state power 
thesis in its conceptualization of presidential power. 
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The third mode of majority power has occurred when there has been no 
parliamentary majority at all. For Duverger, this mode was salient from 1959-62 
(1990, pp. 594-607). At the beginning of the Fifth Republic, the right-wing 
majority was subdivided into the supporters and opponents of de Gaulle and 
those who were for and against the maintenance of Algeria as a French colony. 
These two cleavages were not mutually reinforcing. Consequently, the 
government relied on a shifting and unstable majority. This situation had an 
ambiguous effect on presidential power. On the one hand, despite the lack of a 
stable parliamentary majority, de Gaulle was still empowered, because he 
represented the last bulwark against a coup d'état by generals loyal to the French 
Algeria cause. On the other hand, the President’s government experienced 
difficulties in passing legislation through the National Assembly. Indeed, in 
October 1962, the government was defeated in a vote of confidence and an 
election was called. 

The specificity of the 1959-62 period makes it difficult to generalize about 
presidential power during this mode of majority power. According to Duverger, 
though, in the absence of a parliamentary majority, a ‘sword of Damocles’ hangs 
over the political system of the Fifth Republic (1990, p. 601). During this mode, 
presidential power is weaker than during the first mode of majority power, but 
stronger than during the second mode. Presidents are unable to rely on the 
support of an homogenous and disciplined majority, but they are not 
irremediably opposed by a hostile majority. Instead, as with the situation 
faced by de Gaulle from 1959-62, presidential government relies upon the 
existence of alternating majorities in the National Assembly (Duverger 1970, 
p. 753). There is the potential for the legislative process to be stalled and for 
governments to be dismissed from office (Duverger 1986c, p. 16). And yet, there 
is also the possibility that reforms will be passed and that governments will be 
able to survive. Whatever the situation, again, in contrast to the state power 
thesis, the majority power thesis demonstrates that the degree of presidential 
power varies and provides an explanation as to why these variations should 
occur. 


AN ALTERNATIVE EXPLANATION ~ INSTITUTIONALISM AND 
PRESIDENTIAL POWER 


It is apparent, therefore that the state power and majority power theses 
correspond to two countervailing, but essentially plausible, explanations of 
presidential power. Needless to say, proponents of both schools of thought 
consider the arguments of their opponents to be misconceived and often say so 
in no uncertain terms. (See Duverger et al. 1978; Lavroff 1986b, p. 328; 
Quermonne 1980, pp. 1183-7; 1982a, p. 553; 1983, pp. 565-9; 1993a, pp. 45-52; 
1993b, pp. 92-3; and Quermonne and Chagnollaud 1991, pp. 581-6.) Rather than 
adopting one of these theses at the expense of the other, this section provides an 
alternative explanation of presidential power in the Fifth Republic which 
combines the strengths of both. This explanation is drawn from the growing 
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English language literature on the so-called ‘new institutionalism’ (March and 
Olsen 1984) and from its French language variant, the ‘strategic analysis of 
institutions’ (Parodi 1980, 1983, 1985; Duhamel 1985, 1986a, 1986b, 1987 and 
1993). 

In recent years, there has been a resurgence of interest in the role played by 
institutions in the political process (see, for example, Hall 1986; March and Olsen 
1984 and 1989; and Steinmo, Thelen and Longstreth 1992). The essence of the 
institutional approach is that institutions can explain political outcomes (Thelen 
and Steinmo 1992, p. 1). Although this approach has frequently been used to 
account for why particular patterns of public policy-making should occur in a 
country (see, inter alia, Steinmo, Thelen and Longstreth 1992), it may also be used 
to explain the general configuration of power relations within a polity. It is this 
latter aspect of the institutionalist agenda which is relevant to this study. The 
institutional approach can provide an explanation of both the structural and 
conjunctural aspects of the Fifth Republic’s political system and may serve as an 
alternative conceptualization of presidential power to the state power and 
majority power theses. 

The institutional approach assumes that institutions play a fundamental part 
in structuring the political process. They do so because they affect both the 
degree of pressure that political actors can bring to bear upon this process and 
the likely direction of that pressure (Hall 1986, p. 19). That is to say, they 
influence the power relations between the various participants in the political 
process, empowering and/or disempowering political actors in the pursuit of 
their objectives, while at the same time they also influence the choice of 
objectives which these actors decide to pursue. In short, institutions help to 
establish both the rules of the game and the aim of the game itself. Moreover, the 
rules which they establish are enduring. By their nature, institutions induce a 
strong tendency towards stability, or ‘fixity’, in the political process. As March 
and Olsen note: ‘Institutions preserve themselves, partly by developing their 
own criteria of appropriateness and success, resource distributions, and 
constitutional rules. Routines are sustained by being embedded in a structure 
of routines, by socialization, and by the way they organize attention’ (1989, p. 
55). In sum, institutions are ‘sticky’. As a result, institutionalism explains why 
certain patterns of power relations should persist over time. 

At the same time, institutionalism does not imply that political systems are 
static. It can also explain why change should occur within them over time. One 
possible explanation for change is derived from the observation that the 
configuration of power relations within a polity is not determined by a single 
institution alone. Instead, institutionalists are concerned with the interaction of 
many different institutions. As Thelen and Steinmo note, ‘[they] are interested in 
the whole range of state and societal institutions that shape how political actors 
define their interests and that structure their relations of power to other groups’ 
(1992, p. 2). Such institutions include the rules of electoral competition, the 
structure of party systems, the relations among various branches of government 
and the structure and organization of economic actors like trades’ unions (ibid). 
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This ‘dense matrix’ (Thelen and Steinmo 1992, p. 8) of institutions means that 
actors are faced with conflicting rules, countervailing preferences and contend- 
ing interests. This interaction between institutions creates the potential for 
disequilibria and provides the momentum for change. As a result, institution- 
alism can explain why variations should occur within certain otherwise ‘sticky’ 
patterns of power relations. 

Institutionalism provides a theoretical basis from which to conceptualize 
presidential power in the Fifth Republic. Moreover, it does so in a way which 
combines the salient points of both the state power and majority power theses. 
The strength of the state power thesis lies in its explanation of both why there has 
been presidential government for much of the period since 1958 and why the 
President remained a central political actor during ‘cohabitation’. However, its 
weakness lies in its inability to explain both why there have been variations in 
the degree of presidential government and why ‘cohabitation’ brought about a 
general shift from presidential to prime ministerial government. By contrast, the 
strength of the majority power thesis lies in its ability to explain both why there 
have been variations in presidential power since 1958 and why ‘cohabitation’ led 
to prime ministerial government. Yet, its weakness lies in its inability to explain 
why there has been a general tendency towards presidential government under 
the Fifth Republic and why the President was more than just a political 
bystander during ‘cohabitation’. By providing an explanation of why political 
systems should be characterized by both ‘fixity’ and change, institutionalism 
provides an opportunity to synthesize the state power and majority power 
theses and to construct a picture of both the structural and conjunctural bases of 
presidential power. 

On the one hand, by emphasizing the essential ‘fixity’ of power relations in a 
polity, institutionalism can account for why there has been a general tendency 
towards presidential government in the Fifth Republic. This tendency has been 
caused by the combination of a number of enduring institutional factors. Olivier 
Duhamel has identified ten such factors, each of which has contributed to the 
presidentialization of the system (1985, pp. 17~18), while Jean-Luc Parodi has 
singled out one of these factors for particular attention (1980). He has argued that 
the direct election of the President has had a number of significant effects. 
Amongst these, it has nationalized the political debate and ensured that the 
country’s policy agenda is determined by the victorious presidential candidate; it 
has personalized the political process and encouraged the presidentialization of 
political parties; and, because only two candidates may stand at the second 
ballot, it has helped to bipolarize the country’s party system and created a solid 
majority from which the President may derive support (Parodi 1980, pp. 6-11). 
These effects have combined to create a strong institutional bias towards 
presidentialization. In addition, institutionalism can also account for why the 
President has retained a degree of power even in the absence of a majority or in 
the face of a hostile majority during periods of ‘cohabitation’. The President 
benefits from various constitutional and legal prerogatives, such as the ones 
identified by Burdeau and Quermonne above, which have created a situation in 
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which the President always retains certain decision-making responsibilities. As 
an institution, therefore, the presidency possesses its own resources which ensure 
that its incumbent enjoys a degree of political power even during ‘cohabitation’. 

On the other hand, by underlining the potential for disequilibria in political 
systems, institutionalism also explains why there have been variations in 
presidential power since 1959. Like any other system, the Fifth Republic is 
subject to many inter-institutional pressures. These pressures create a dynamic 
and a propensity towards change in the dominant pattern of power relations. For 
example, one set of conflicting institutional pressures is to be found in the 
inequality of the presidential and parliamentary terms of office. Presidents serve 
for seven years, but the National Assembly is elected for only five years. As 
Parodi has demonstrated (1981), assuming that both sets of elections are initially 
held simultaneously (as in 1988), this inequality means that a 35-year electoral 
cycle theoretically emerges whereby one election or another is held every 5, 2, 3, 
4, 1,5, 1,4, 3,2 and 5 years (see figure 3). As such, there is a great opportunity for 
the conjunction of presidential and parliamentary majorities to be followed by a 
disjunction of majorities and for the system to move from one of Duverger’s 
three modes of presidential power to another mode. What is more, even within 
one dominant mode of power, conflicting inter-institutional pressures can cause 
a move from one sub-mode to another. For example, Olivier Duhamel (1992, pp. 
333-4) has argued that a change in Prime Minster and, hence, a change in 
presidential/prime ministerial relations has been wholly or partly brought about 
not just by the result of presidential and/or parliamentary elections, but also by 
referendums (1962 and 1972), European elections (1984) and local elections 
(1992). 


FIGURE 3: The theoretical cycle of presidential and legislative elections 
P 1988 1995 2002 2009 2016 2023 


L 1988 1993 1998 2003 2008 2013 2018 2023 
Y 0 5 2 3 4 1 5 1 4 3 2 5 


Key: P = presidential election, L = legislative election, Y = number of years since the previous 
election. 


Adapted from Parodi 1981, p. 48 


In these ways, institutionalism and its ability to explain both ‘fixity’ and 
change accounts for why there has been a general tendency towards presidential 
government in the Fifth Republic and why there has also been a propensity for 
the system to move from periods of presidential government to prime ministerial 
government and, within periods of presidential government, from a strong form 
of presidentialism to a more limited form (Elgie 1993). Consequently, 
institutionalism combines the principal advantage of both the state power 
thesis, which explains the persistence of presidential power, and the majority 
power thesis, which explains variations in the degree of such power. In so doing, 
it provides an alternative and more rounded conceptualization of presidential 
power. 
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CONCLUSION 


The institutional explanation of presidential power indicates the direction of 
future research agendas in both French and comparative politics. Firstly, there is 
a need to explore the general institutional tendency towards presidential 
government in the Fifth Republic. Is this tendency likely to remain fixed in the 
foreseeable future? For example, might not the repeated experience of 
‘cohabitation’ gradually diminish expectations about the need for and the 
likelihood of presidential leadership? Secondly, there is a similar need to explore 
the inter-institutional pressures inherent within the political system of the Fifth 
Republic. What is the precise nature of the relationships between institutions? 
What are the opportunities for institutional disequilibria to occur? Finally, there 
is a further need to apply institutionalism to the comparative study of executive 
politics. Does institutionalism present a framework with which to study the 
complexities of power relations across many systems and not just within one 
particular system? By bringing the terms of the French debate on presidential 
power to an English-speaking audience and by proposing an alternative 
explanation of such power, it is hoped that this article will stimulate mterest in 
these research agendas and further our understanding of both French politics 
and comparative politics. 
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CENTRALIZATION, DECENTRALIZATION AND 
THE EUROPEAN UNION: THE DYNAMICS OF 
TRIADIC RELATIONSHIPS 


PETER JOHN 


The accession of the UK into the European Community in 1973 and the growth in power 
and competence of European institutions in subsequent years prompts a rethink of 
relationships between central and local goyernance. Rather than a dyadic process 
between two sets of bodies, the new triadic system is based on varying interactions 
between the three groups of actors at each level. The article develops six possible 
scenarios of new relationships which can be simplified into centralization, no change or 
decentralization. To appraise the nature of the changes, the article examines the 
operation of the European Regional Development Fund, the additionality controversy, 
lobbying over the 1994 reform of the structural funds and aspects of environmental 
regulation. Rather than one scenario dominating, the findings show several types of new 


Since the mid-nineteenth century, writers have considered UK central-local 
government relations to be the interaction of two levels of government. on the 
one hand there were ministers and central departments responsible to 
Parliament; on the other, there were elected local authorities and other public 
authorities to which the centre gave powers and finance to administer mainly 
national services. In spite of the complexity of the types of organizations both 
within and beyond locally elected institutions, the difficulty of distinguishing the 
functions and activities of central and local bodies and the non-unitary, 
multifarious centre (Rhodes 1988; Gray 1994), the term central-local relations 
broadly denoted two levels of government whose power and behaviour were 
mainly determined by their different political resources and constitutional 
norms. Notwithstanding the autonomy and administrative discretion granted to 
locally elected government, almost all writers assumed the fundamental 
grundnorm of the political system was the power of central government through 
its control of Parliament to restructure subnational political and administrative 
structures. Whilst subnational institutions could postpone policy implementa- 
tion, central actors often pursued contradictory or ill-thought out objectives and 
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legislative imperatives could easily turn into a series of unintended negative 
policy consequences. In the end the UK government could either remove 
functions from local government, abolish a tier of elected local government or 
grind down opposition by repeatedly refining legal instruments to ensure 
compliance John 1994a). The constitutional distinction has influenced most 
accounts of the balance of power and influence between centre and locality, and 
is acknowledged even by writers who examine centre-local politics from the 
viewpoint of resource interdependent policy communities (Rhodes 1988). In 
spite of constitutional theorists who argue there is a constitutional convention of 
local autonomy (Elliott 1983), the debate about the role of local government was 
not about the existence of strong central executive power, but more about its 
scope and practical limitations on its exercise (Grant 1985). 

Since 1973, however, the formal constitutional position has altered as there are 
three levels of governance — both central and local bodies are subject to the 
authority of the European Union (EU) that makes decisions legally binding on 
member states. Because central-local relations were structured by the de jure and 
de facto sovereignty of Parliament, the shift of decision-making and authority to 
the European level is likely to have important implications for the power and 
autonomy of local political institutions and other bodies. Whereas before 1973 
central-local relations could, qualifications aside, be understood as a dyadic 
process involving a series of bargains carried out according to mainly centrally 
determined ‘rules of the game’ between the two levels of governance, the new 
politics is best understood as a triadic game from which several possible 
outcomes on central-local politics can be inferred. Unlike the dyadic process, 
however, the balance of power is not easily predicted because of the greater 
complexity and actors can choose their allies. 

Inferring from the shift in political authority, some academics believe the 
theory and practice of Europeanization could mean that elected local 
government will not be subject to such central control as before. Vernon 
Bogdanor (1991) writes ‘the development of the European Community could 
lead to a new balance of power between central and local government, and one 
that proves more favourable to local authorities’. Benington and Harvey (1994a) 
argue that the increasing connections between subnational politics and the 
pluralistic style of European decision-making will lead to a new form of 
governance, moving power and authority away from nation states. Instead of a 
hierarchical relationship between tiers of government, they envisage the 
emergence of complex spheres of governance. Rhodes (1992) argues that there 
will be a greater role for sub-central government as integration takes place 
enhanced by changes in forms of service delivery and the politicization of 
intergovernmental relations. Gary Marks (1992, 1993) posits the increasing 
importance of subnational levels in European decision-making is a form of 
‘multi-level governance’, which he defines as a ‘system of continuous negotiation 
among nested governments at several territorial tiers’. Duchacek (1990) charts 
the emergence of paradiplomacy where, propelled by the realization of global 
economic interdependence, subnational units engage in a limited form of 
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international diplomacy. A similar idea appears in Hocking’s (1993) study of 
‘multi-layered diplomacy’ in Canada and the USA in trade and environmental 
issues. The process involves the breakdown of the dominance of a narrow 
national élite in foreign policy because of increasing local concern about global 
economic processes, the decreasing capability of a unitary state to act in an era of 
complex policy problems and the greater overlap between domestic and foreign 
policy. Though from different theoretical orientations, these accounts all suggest 
that the operation of three levels of government will offer new opportunities and 
greater legitimacy for subnational bodies ending the classification of central-local 
relations into either agency or partnership roles, which has governed central- 
local commentary for so long. 

Whilst the potential for triadic relations was noted by commentators in the 
1970s and 1980s (Hull and Rhodes 1977; Mawson and Gibney 1985; Rhodes 
1986), it is the expansion of the power and competences of European Union 
bodies at the end of the 1980s which prompts a re-specification of the concepts 
and practice of centre-periphery relations. The decision in 1985 to implement the 
single market objective by the end of 1992 led to a tranche of directives affecting 
local authorities. The momentum of change led the Commission to propose 
decisions in matters not originally envisaged as strictly ‘completing the single 
market’. In particular, the approval of the Maastricht Treaty in 1992 saw a further 
extension of EU decision-making. Some writers (Bongers 1992) argue that the EU 
is likely to develop policies which will affect the whole range of local authority 
policies — from housing, personal social services and planning to education — 
which will extend the emerging trends. 

However, rather than signifying a new constitutional dawn, the novel form of 
governance comprises of different scenarios based on the relationships between 
the many organizations acting at local/regional, national and supranational 
levels. These outcomes are determined, firstly, by the shifting resources affecting 
the actors as they operate in different policy fields and, secondly, the possible 
coalitions which can compel other actors to follow preferred courses of action. At 
one end of the continuum of possible outcomes is a ‘Europe of Regions’ where 
the process of EU integration entails more power exercised at both the supra and 
subnational levels, reducing the importance of national governments and linked 
with the ‘hollowing out’ of the nation state. This involves a growing and 
powerful alliance between subnational government and European bodies. At the 
other end of the scale European integration raises the question of whether EU 
institutions are willing and capable of decentralizing power to subnational 
elected bodies and whether the EU must always leave decisions about which 
body implements its directives to national governments which keep a firm grip 
on the actions of local government. If EU integration leads to a stronger alliance 
between nation states and European bodies, the result could compound the 
centralizing tendency within the UK and some other European nation states 
because, as some powers and functions are transferred to the supranational level, 
national bureaus could take more of an interest in matters previously off-loaded 
onto subnational governments, making national government a ‘super’ form of 
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local government. Bureau-shapers would seek to readjust their portfolios to 
maintain their policy autonomy. Thus the new politics opens up a number of 
possible outcomes for central-local politics rather than just the enhancement of 
local democracy. 

The distribution of power between territorial interests is affected by the nature 
and direction of European political integration, in particular whether the Union 
has taken power away from nation states or has reinforced their power and 
influence (Mitchell 1994). Discussing the developments of the 1980s, some 
observers consider the possible expansion of the Commission’s powers has not 
altered the role of the member states in European decision-making (Sharpe 1989). 
Even recent reforms, such as of the structural funds, havé consolidated member 
states’ influence (Anderson 1990). The liberal intergovernmentalist approach 
argues regional policy results from bargaining between member states 
(Moravesik 1991, 1993). Other accounts emphasize the emergence of a federal 
state or a dispersed political process whereby European integration weakens 
state powers and incorporates a larger number of interests which could include 
subnational government (Webb 1983). The literature divides into a prediction of 
ceritralization or decentralization depending on views about the European 
political order. Reality is complex since the European policy process shows 
evidence of both trends with a balance of forces depending on the salience of the 
policy issue to the actors and the extent of their resources. Anderson and Eliassen 
(1993) atgue Europification involves a gradual adjustment of the roles of 
decision-makers in a ‘complex, multi-level, multi-channel policy-making 
context’. Keating (1992) also reasons that the hew order will have a variable 
geometry with some states remaining cohesive and others becoming more 
loosely organized. Thus, rather than falling into either two simple categories, the 
respective roles of subnational governance, nation states and European 
institutions aré determined by the contingencies of national and European 
policy-making rather than a general theory of subnational emergence or 
restriction (Loughlin 1994). 

The debate also needs to be seeri in comparative perspective, in particular from 
the experiences of the Linder in Germany over EU matters. They have 
competences reserved to them under the constitution but external relations are 
shared with the federal state. European integration means they lose their 
exclusive decision-making role over some policies, yielding to the federal 
government which negotiates on their behalf. To compensate the Linder have 
successfully argued to have a formal right to represent themselves in decision- 
making on EU matters at the national and European levels (Malanczuk 1985). 
Also Goetz (1994) argues that Europeanization has reinforced German 
federalism rather than undermined it through greater development of joint 
policy-making and intergoverhmental co-operation. However, in spite of 
attempts to reassert their power, Burgess and Gress (1991) conclude the effect 
of EU membership has been increasing centralization. Though intergovernmental 
relations in a federal state are very different to those in the UK, EU policy-making 
could trigger tensions and adaptation even in a unitary state since relationships 
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are affected by the legal framework common to the Union. In France the role of 
the regions has precipitated a debate as to whether Europeanization has led to 
central control or greater influence for subnational government (Mazey 1992). 

The outcomes are also open because the key doctrines of the Union are not 
clear about local democracy. In particular, it does not necessarily follow that 
subsidiarity — the idea that decisions should be decentralized to the lowest 
appropriate level of government — means locating functions and responsibilities 
with subnational bodies. Many writers conclude the term can be used to suit 
political purpose, though it could in the long run precipitate a debate about the 
efficient and democratic division of competences in the Union (Peterson 1994). 
As far as its legal meaning in the Maastricht Treaty is concerned, it refers to 
relations between member states and the Union, and the latter is not able to 
delegate powers to subnational government since the law respects nation states’ 
freedom to control subnational government (Neuwahl 1994). 

In addition to European law and policy, the national policy-making 
environment affects the EU's impact on European central-local relations. Some 
UK local authorities regard the EU as a potential remedy for constraints on 
resources and loss of functions in the 1980s; they consider the EU's regional 
policy and its intervention in the local economy are policies they would like 
central government to introduce; the EU appears to be more responsive and 
accessible than central government, recognizing local government's role as an 
independent policy-maker apparently denied in the domestic context; and, 
finally, given most UK local authorities are Labour or Liberal-Democrat 
controlled, there is some resistance to Conservative government policies which 
finds expression in the search for Europear-level allies. The perceived need to 
reach beyond national government appears to make UK local government pro- 
active and concerned to lobby Brussels. Goldsmith (1993, pp. 688-9) finds UK 
local authorities better prepared and effective than other European subcentral 
governments. John (1994b) shows UK subnational bodies have more Brussels’ 
offices than any other EU nation. From the Commission’s viewpoint, given that 
the UK national government’s economic policy is often hostile to regional 
intervention, their natural partners in pursuing policy objectives are subnational 
elected authorities. But although new alliances appear to offer benefits to 
subnational bodies, the outcome of a turbulent domestic political environment is 
hard to predict as EU-national conflict can marginalize subnational government 
since local actors need continuous member state support to advance their 
policies in the EU arena. Mutual advantage and political contacts between local 
and central governments ensure they ally to advance policies which are of 
benefit to both as opposed to the interests of other nation states. 


THE SCENARIOS SCHEMATIZED 


The essence of the schematic approach to understanding EvU-central-local 
relationships is that actors have to decide which strategy to follow and which 
body to ally with. This can be regarded as a bargaining model which has its 
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intellectual origins in institutional rational choice theory (Dowding 1991, 1995). 
In the policy networks model resource dependent actors ally with each other in 
the same policy space. In central-local relations there are sectoral networks of 
actors, such as the environment or transport, which extends across central 
departments and local authorities and other bodies to form consensual policy- 
making élites. The model can be extended to EU-central-local relations whereby 
actors in the Commission and the European Parliament become members of 
these epistemic communities. Though vertical interdependencies can lead to co- 
operation as in an assurance game, there are also horizontal interests which 
cause territorial alliances of actors at the local (and/or the regional), the national 
and the supranational levels. In some cases one territorial set of actors can 
prevent alliances between other levels; in others, the pay-offs to each territorial 
alliance will alter depending on the actor with which they ally themselves. These 
pay-offs are determined by the rule-making capabilities of the actors, 
constitutional norms, the deployment of financial resources and the outcome 
of battles to control the agenda at national and European levels. This results in 
different scenarios of power relations within the triad. These are either the 
outcome of a particular ‘game’ or the global effect or a series of games played 
across all or most policy sectors. 


Scenario one 

Power shifts to the European and the local levels, the ‘Europe of regions’ 
hypothesis. This involves an alliance between the formerly weaker parts of the 
triad, subnational governments and the EU which ‘by-passes’ nation states. The 
EU becomes a new avenue for influence and opportunity on policy for 
subnational actors (Benington 1992; Stoker and Young 1993); the Commission 
appears more willing to listen to local representations than national government 
and is committed to the doctrine of partnership with local bodies. The European 
Parliament and the Committee of the Regions are further arenas for influence. 
Local authorities gain more competences as the Union expands its jurisdictions; 
national governments are unable to avoid losing responsibilities at the national 
level and cannot control the policy-making process at the supranational level. 


Scenario two 

Power remains concentrated in the hands of nation states. This is a ‘no change’ 
hypothesis where central government retains its existing control as a ‘gate- 
keeper’ over European policy and finance as the policy-making process at the 
European level remains primarily intergovernmental. Alliances between local 
and European actors are minimal or are not stable; local bodies are locked into 
dependencies on central actors. 


Scenario three 


The EU increases its power over nation states and local government. This is a 
‘Euro-Leviathan’ argument, whereby both local and national political institutions 
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lose out to central European actors. The alliance between the Union and 
subnational government is short term because the Commission no longer has the 
need for local allies. EU directives and regulations are centralizing because the 
Commission wishes to see a ‘level playing field’ between countries. Thus 
directives will limit central and local discretion, especially as the new powers of 
the Union may be in areas where local authorities have or had permissive 
powers in contrast to directives in environmental health and trading standards 
which supplement local government’s regulatory role. 


Scenario four 

Both nation states and local government successfully ally against actors in the 
European state and other EU nations to resist unwanted European state 
initiatives and to negotiate the best allocation of funds based on intergovern- 
mental negotiation. 


Scenario five 

An alliance of convenience between member states and the Commission carves 
up policy-making competences between them. The exchange allows both the 
European state to increase its power in some domains and for nation states to 
increase their power in others and over local government. In addition, because 
the Union requires national governments to be the bodies that implement and 
enforce EU directives, they set in motion a centralizing process within nation 
states as central governments reorganize policy delivery systems to implement 
them. Central government also sets up monitoring institutions to ensure effective 
implementation. In the long run, functions will be taken from local government 
because of the convenience of ensuring compliance and the loss of other national 
functions to the EU. It is easier to have one agency implementing the directives 
than a large number of local authorities. 


Scenario six 
A non-zero sum assurance game. All actors co-operate to gain benefits. There is 
no conflict of interest or transfer of power. 

The scenarios model how actors or groups of actors exercise power or 
influence over other actors (as in scenario two with the persistence of 
intergovernmentalism and in scenario three with the increasing power of 
European institutions) or ally with actors in other levels to marginalize or limit 
the other actor or actors (as in scenario one which sees bargaining relationships 
emerging between the subnational and supranational sectors), or to co-operate 
for joint benefits (scenario six). These scenarios can be simplified in terms of their 
effect on central-local relations as either centralization (5, 3), no change (2, 4, 6) or 
decentralization (1). The following sections explore three aspects of EU finance 
and environmental regulation in the UK. The idea is to find which scenario is the 
best explanation for both current policy changes and for characterizing the 
general relationship between the levels of governance. 
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FINANCE (1): THE EUROPEAN REGIONAL DEVELOPMENT FUND 


The most direct impact of the EU on local authorities and other subcentral bodies 
is the awarding of grants from the EU, the main one being the European Regional 
Development Fund (ERDF). The ERDF affects central-local relations because under 
present rules most projects are forwarded and channelled through central 
government. Since the reform of the structural funds in 1988, Community 
initiatives are directly funded by Brussels, and these are growing in number. 
Though the application for funds leads to contact between local government and 
the Commission, local government cannot ‘by-pass’ central government under 
the current rules; the process requires co-operation and liaison between the tiers 
of government. Through bargaining in the Council of Ministers, central 
government is also involved in deciding which areas qualify for funding and 
the rules for deciding the programmes. Central government agrees with the 
Commission, after consultation with local government and other interests in the 
‘planning phase’, the single programming documents which form the basis of 
distribution of the funds. Thus, far from being a deceritralized process, national 
governments decide or are deeply involved with all aspects of the structural 
funds as they affect local governance. The question to ask is whether the 
centralization is a permanent feature of the system or whether forces of changes 
within the Union can alter relationships between the levels of government. 

Anderson (1990) applies the idea that national governments are ‘gatekeepers’ 
on the distribution of European funds and that the resource dependencies 
between central and local government will determine the extent to which the 
Union’s decisions will be amenable to subnational influence. He argues that 
weak resource dependencies in the UK meant central government retained its 
influence on the distribution of the funds. Anderson charts the way in which 
central government sponsored subnational networks of local authorities to 
ensure the maximum take up of the structural funds and shows that local 
authorities take little initiative because of their marginal influence on the policy 
process. He claims ‘the ERDF reforms generated an increase in the resource 
dependency of both national and subnational network participants’ (Anderson 
1990, p. 444) and a stronger role for member state governments, partly 
supporting scenario five. The account can be backed up by studies of the 
European regional policy implementation in the 1980s: ERDF schemes were 
largely a series of unimaginative projects drummed up by central government 
regional offices (Redmond and Barrett 1988) —- and policy largely lay in the 
hands of central government (Armstrong 1988). The reason is that regional 
policy was a latecomer to European policy and implemented as a carve up 
between the member states which regard the redistributed funds as their own 
(Mawson, Martin and Gibney 1985; McAleavey 1992). 

The problems with the Anderson model is that it tends to elide the conflicts 
and bargaining within networks and downplays the potential for policy change. 
There is no detailed study of how the actors bargain and negotiate in the regional 
context. Extant commentary suggests there is variation between the regions 
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which is dependent on the way in which the actors perceive their roles: some 
regions network together quite closely with civil servants liaising between the 
partners (Burch and Holiday 1993). Martin and Pearce’s (1994) research sees the 
emergence of regional coalitions forming to play a greater role in ERDF policy- 
making. Recently, the formulaic approach to programmes has dwindled with 
better attempts to build genuine local partnerships particularly at the project 
level John 19940). 

The gatekeeping approach neglects the role of the Commission which has been 
aware of the defects of the regional system and has managed to introduce 
reforms to increase the role of local actors. Most important were the 1988 reforms 
which introduced the requirement of partnership into the programme 
submissions which has been extended in 1994. McAleavey (1992, p. 14) argues 
the Commission has been more able to influence policy since 1988. Marks (1993, 
p. 397) shows the Commission has been active in promoting partnerships by 
direct contact with subnational bodies. Even if a cynical view is taken of the 
effect of the 1988 reforms on the decision-making process, the Commission tried 
to overcome member state dominance. Just before the 1994 reform of the 
Structural funds, DG XVI, the Directorate-General for Regional Policies, pressed 
for more local participation in the drawing up of member states’ development 
and regional plans. A DG XVI April 1991 discussion paper argues that the two- 
stage procedure of community support frameworks followed by operational 
programmes was ‘inconsistent with the principle of subsidiarity’ and a tighter 
definition would enable decision-making to be decentralized, hopefully to local 
authorities (Morris 1992). Officials encouraged regional networks to form and to 
produce regional development strategies, with varying results from UK regions 
(McCarthy and Burch 1994). For example, in Wales central government opposed 
the efforts of local authorities to agree a strategy and did not take its views into 
account in the final document. The regulations for the 1994 reforms require 
partnership to be wider arid to include the social and economic partners, but the 
greater riumber of partners iricreased the potential for central government to 
make decisions (Social and Economic Committee 1994). The part wers are anyway 
selected by the member state government and monitoring committees tend to 
meet infrequently, usually once every six months which would appear to 
indicate that partnership is largely superficial. Another factor is the size of some 
committees, such as the Welsh monitoring committee, which has a membership 
of over a hundred including many civil servants. Central government draws up 
and submits the single programming documents thus effectively vetoing the 
subnational view (Audit Commission 1991; Pillinger 1992). 

The main récent trend is toward centrdlization of the administration of the 
funds. The reform of the funds in 1994 was swiftly followed in England in April 
1994 by the integration of the regional offices of the Department of Trade and 
Industry, Department of Employment, Department of Transport and Department 
of the Environment and the institution of regional directors presiding over the 
new government offices. Some observers claim the new office is a centralization 
of policy (Stewart 1994) which is directly associated with the threat of greater 
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European control over decision-making and the need for central government to 
occupy the regional decision-making arena to thwart new developments. Whilst 
the causal links are difficult to prove, it has occurred at the same time the 
government streamlined the administration of monitoring committees to reduce 
the layers of bureaucracy. What have been removed are the subregional 
programme committees which monitored projects in specific areas. Local 
authorities argue this reduces the opportunities for developing subregional 
strategies, lessens partnerships and tightens central control. 

Thus the Anderson model underplays some of the dynamic elements to 
policy-making in a triadic system — both for the processes of centralization and 
decentralization. In some conditions it is possible for member states to insulate 
themselves from supranational policy-making. These conditions are a degree of 
quiescence on the part of subnational government as it anticipates future funds, 
the extent the Commission can leap over national governments to deal directly 
with local agencies, the need for central actors to control regeneration policy and 
the resources which local bodies can deploy to influence policy. Under certain 
conditions — activism, Commission contact and national tolerance — participa- 
tion and involvement can grow. 


FINANCE (2): ADDITIONALITY 


Because both subnational sectors and member states gain from the ERDF, conflicts 
within the networks are often latent. Thus it would take an ethnographic 
analysis to interpret how the different actors influenced outcomes. The main 
exception to quiescence was the dispute over additionality. Additionality is the 
principle that funds should have an economic impact in addition to national 
spending. The Commission claimed UK rules over European funding do not 
show the addition of European funds. Before 1991 the government accounted for 
EU capital receipts as a part of all local government capital expenditure; thus 
regions which are not entitled to ERDF funds had their capital allocation adjusted 
as well as objective 2 areas. About £45m. was ‘top sliced’ form the total 
allocation and was distributed to local authorities as capital approvals. From the 
local authorities’ viewpoint, it appeared they received a European grant and 
made a capital allocation, but at the expense of the rest of their capital budget. 
Additionality gave rise to great bitterness as local authorities felt they lost out 
from potential EU funds. Central government, on the other hand, claimed the 
funds were accounted for in its expenditure plans. 

The result was a political dispute where local authorities and interest groups 
lobbied the European Commission which then put pressure on the UK 
government to review the rules on additionality. The UK group was the 
Coalfields Communities Campaign (CCC) initially formed in 1984 out of a small 
group of local authorities in mining areas which became a national campaigning 
body (see Benington and Harvey 1994b). The ccc helped set up networks in 
other countries through contacts with MEPs which then formed a European 
campaigning body, Euracom, in 1988. After successfully pressing for the RECHAR 
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initiative to assist former coalmining areas, CCC and Euracom lobbied European 
decision-makers, particularly in DG XVI, to put pressure on the UK government to 
implement full additionality. Commissioner Millan’s block on the RECHAR funds 
in 1991 became a political dispute and precipitated a fundamental tension in 
Europe-central-local relations about the right of the UK central government, 
through the Treasury, to determine the allocation of capital spending. UK central 
government argues that EU rules undermined its approach to expenditure 
control. The episode found two points of the triad, Europe and subnational 
government (and its interest group supporters) allying against the more 
powerful one, the national government (Marks 1993, pp. 402-3). This defies a 
simple gatekeeping model because the Commission was able to force the UK 
government to respond by blocking the transfer of funds (McAleavey 1993). It 
was a simple exercise of power helped by deft manoeuvring and information 
swaps between the allies in local government and in DG XVI. 

The episode was, however, more complicated than a rearrangement of forces 
within the triad. First, the dispute was intra-European because it was the Court 
of Auditors which put pressure on the Commission. The second unique factor 
was the experience of Commissioner Millan. He had been a Labour Secretary of 
State for Scotland and knew how the UK government evaded the rules on 
additionality. The third factor was that RECHAR is a community initiative which 
side-steps the national management of ERDF This gave the Commission the 
opportunity to block the RECHAR funds which would have been harder had the 
programmes been incorporated in the single programming documents. Finally, it 
is hard to prove the UK government has met additionality rules even though it 
forecasts ERDF receipts in spending plans and local authorities automatically 
receive supplementary credit approvals to take up European funding as it is very 
hard to know what is additional from what would have been decided had UK 
institutions not received European funds. Thus the UK government can make a 
decision to reduce the overall support for urban policy initiatives which can be 
regarded as an independent decision rather than a substitute for incoming 
European funds. Whilst an example of scenario one, the additionality 
controversy also illustrates the power of national governments to block change, 
scenario two. 


FINANCE (3): THE REFORM OF THE STRUCTURAL FUNDS IN 1994 


The third example of the emergence of triadic relationships is the 1994 reform of 
the structural funds which saw coalitions of actors pressing for their interests. 
The lobbying was important because, in the early stages of the reform process, 
some Commission officials wished to propose radical changes to the Council of 
Ministers which would have distributed the funds on a thematic basis ending 
objective 2 status ~ the Europe 2000 view. Other officials preferred to keep the 
regionally based system. During 1992 it appeared that the philosophy and 
structure of the funds was open for negotiation, which allowed opportunities for 
influence. After that time the decisions were made by the Council of Ministers; 
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though it was still possible to exercise some influence on the process by lobbying 
the Commission, the best avenue was an alliance with member states. 

The interests of UK local government diverged between the objective 2 areas 
which wished to retain the existing framework and other urban areas preferring 
the thematic approach. The local government association affected, the 
Association of Metropolitan Authorities (AMA), was split between authorities 
in the north and those in London. The AMA patched up its differences, however, 
and UK local government, represented by the Local Government International 
Bureau, produced several joint statements and made representations to other 
Assembly of Regions and to other European forums. The documents were, 
however, anodyne reflecting the need to keep consensus. 

Other groups of authorities appeared to have had more success in dealing with 
the Commission. Under the leadership of Strathclyde Regional Councilya group 
of authorities in the objective 2 regions came together to represent their interests 
(McAleavey and Mitchell 1994; McAleavey 1994). The feeling was that the 
governments of Greece, Portugal, Ireland, Spain and, to an extent, Italy would 
strongly represent objective 1 areas; but objective 2 areas are dispersed 
throughout Europe hence would not receive so much attention from national 
governments. The formation of the lobby developed from a meeting of the 60 
eligible regions in July 1991. They assembled the ‘Florence group’ and wrote to 
the President of the Commission expressing their concern; they formed a 
delegation of eight regions — one from each country and met Commissioner 
Millan; they drafted a document and they lobbied the European Parliament. 
Their main lobbying success was a meeting with the Portuguese Minister for 
Regional Policy representing the President in Office of the Council (McAleavey 
1994, p. 14). In the words of a Commission official, ‘they did stalwart work’. 

The EU’s decision to retain the regionally based system would appear as 
_ evidence of the effective role of the group and thus of scenario one, but, as the 
structural funds affect the interest of all the nation states, the efforts of local 
authorities were a small part of the process and a backdrop to the influence of 
central governments. As objective 2 allocation benefits the UK as a whole, it was 
in the interest of the UK central government to advocate the existing system 
(McAleavey 1994, p. 29). 

The other factor was the complex patterns of bureaucratic politics within the 
Commission (Interviews, two DG XVI officials, March and June 1993). Several 
officials in DG XVI believed the 1988 reforms had been a success so there was no 
pomt in changing the system and opposed the Europe 2000 view. Also, given the 
distribution of the funds is a political process and the ‘objective criteria’ are 
justified after the event, some Commission officials were reluctant to risk more 
political conflict than absolutely necessary by wholesale reform. To advance their 
case the Commission invited all objective 2 authorities to the meeting of 9 July 
1991 which led to the formation of the Florence group. As a senior DG XVI official 
said ‘we were the instigators of the lobby of the local authorities because we 
were concerned there was no lobby of objective 2 regions’. It was important for 
DG XVI to create a lobby which would influence decision-making outside the 
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directorate rather than objective 2 regions seeking to persuade some officials of a 
cause in which they already believed Thus alliances between European and 
subnational actors need to be seen in the context of the shifting coalitions of 
actors at the European level and the positioning of bureaucratic actors seeking to 
influence them. The lobby had little to do with local authorities attempting to 
bypass national government, but was the extension of a powerful faction within 
DG XVI that wished to retain the regionally based system. An indication of the 
weakness and lack of dynamism of the lobby was the disappointment of 
Commission officials when the group became inactive after it merged with the 
transnational network, Association des Régions Europeanées de Tradition 
Industrielle (RETI) in 1992. 

Another alliance between local government and European decision-makers 
was the lobby by London local authorities. Represented by the Association of 
London Authorities (ALA), they tried to ensure the reform of the funds took into 
account cities with urban problems and difficulties with the service economy. At 
first they were lobbying in competition with the objective 2 areas. The ALA took a 
delegation to Brussels, made two submissions to the Commission and met the 
UK secretary of state. They formed a coalition of London interests ~ TECs, 
representatives from the private sector, MEPs and the London Boroughs 
Association — to change an article of the Maastricht Treaty defining objective 2 
areas, though the attempt was unsuccessful. They were too ambitious and did 
not use effective figures to back up their case. However, after further lobbying, 
the EU agreed to soften slightly the eligibility of the funds so some urban areas 
could apply. Also in the implementation phase in July 1993, the government 
surprisingly agreed to redraw the assisted areas map so some authorities in the 
south could be included when the final European-wide objective 2 map was 
decided in December 1993. This was the result of effective lobbying by the 
London authorities at the national level, though once the government had 
decided to redraw the map to include areas of the south, it could hardly avoid 
including some London boroughs owing to their underprivileged position. The 
Commission was reluctant to take on board urban issues because of the regional 
basis to the ERDF. In London’s case, Commission officials believed urban 
deprivation to be the fault of national governments rather than the result of 
regional imbalances. Thus the lobbying was more successful in persuading 
central government than the Commission, the opposite of the conventional view 
of the relationship between Labour-controlled local authorities and central 
government over European Union matters. 

The final part of the reform concerned the criteria for objective 1 areas. In July 
1993 the Commission agreed the criteria which led to parts of Merseyside and 
the Highlands and Islands to qualify. The regulation sets eligibility for the funds 
in areas which have less than 75 per cent of their income per head of the EU 
average. But there was ambiguity in the 1988 list because it included areas in the 
75-80 per cent range and excluded others with less than 75 per cent. Though the 
Highlands and Islands was originally above the 75-80 per cent band, they had 
effectively lobbied both central government and European statistical bodies on 
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this issue since 1990, presenting recalculated figures to back up their case. This 
built on the successful lobby during the 1988 reforms which led to the creation of 
objective 5(b) - to promote the development of rural areas. The lobbyists also 
put the case to the Commission that their small level of population meant they 
would not get much regional aid from objective 5(b) after 1994 which made 
ministers and advisers to the Council of Ministers more favourable to their case. 
Even at the recalculated level of 79 per cent, the Highlands should not have been 
included, but it obtained the status by skilful lobbying of both UK central 
government and European actors. It was one of the few cases of a local authority 
putting a brief to the Council of Ministers in the Brussels’ July 1993 summit. In 
the view of a Commission official this represented a ‘good example of a lobbyist 
who sees a long-term objective and gradually works towards it’. The secret was 
in building long-term relationships. Merseyside was much nearer the 75 per cent 
so had an easier task. Its authorities carried out little lobbying at the 
supranational level, but gained from the adjustment of the rules and the UK 
central government’s advocacy. 

In terms of the triadic model, the reform of the structural funds shows groups 
of local authorities forming relationships with the Commission, but usually not 
opposing central government’s point of view. In terms of the triad it can be 
interpreted as an example of policy-making replicating the status quo, scenario 
two. National governments retained their gatekeeping functions. On the other 
hand, the lobbying success seems to point to a non-zero sum game whereby all 
actors negotiate and bargain to maximize benefits (scenario six) with few losing 
out. The Commission managed to negotiate an increase in the level of the funds, 
central government retained the existing system which benefits the UK, most 
objective 2 authorities maintained their eligibility, some urban areas gained and 
two areas achieved objective 1 status. Those losing out were existing objective 2 
areas which had their area map redrawn and authorities hoping to have some of 
their areas included. The process was a complex bargaining game with nation 
states dominant but most actors gaining. The reform process resembles Marks’ 
idea of multi-level governance. 


DIRECTIVES AND REGULATIONS 


In many ways directives are more fundamental than finance as large numbers 
affect UK local authorities. Many are implemented by primary or secondary 
legislation; the rest are implemented under existing powers or are directly 
applicable into UK law. Some writers consider the expansion of EU competences 
will be wide ranging in its effect on local authorities (Baine, Benington and 
Russell 1992). This resembles scenario one whereby Europeanization leads to a 
greater functional role for subnational government and thereby fosters contact, 
bargaining and potential for alliance as local authorities gain an important role in 
the implementation process. However, the expansion of competences is slow and 
the trend toward EU regulation of most local government services is a long way 
off. Whilst there is much regulation of environment, procurement and planning, 
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there is little on the major spending functions, such as education, housing and 
social services. 

Directives benefit local government because the UK government takes a 
conservative approach to enforcing them as they are overlaid upon a mainly 
predetermined national framework (Terry 1992). If the directives concern a local 
government function, then local government is given them to administer. Central 
government followed this convention partly out of convenience and it fits the 
traditional UK practice that functions are discretely divided between tiers of 
government. However, there is nothing in European law which requires central 
government to make local bodies responsible for European policy — and this is 
determined in the usual way any function is allocated between central and local 
government. Thus if it is assumed the general trend is for the functions of locally 
elected bodies to be transferred to non-elected bodies, then it can be inferred that 
European functions would be passed to them also. 

Even if new functions are given to local authorities, the process may not 
enhance local autonomy. This is because the member state is the body 
responsible for enforcing European directives. It has to set in motion domestic 
legislation or measures to ensure the requirements of directives are complied 
with. To make sure EU legislation is not breached, the Commission would start 
infringement proceedings against the member state. Commission action can 
trigger centralist tendencies within national states. An example is air pollution 
where EU standards give central government a more prominent role. In the past, 
central government implemented the directives by issuing circulars to local 
authorities indicating where it was thought site pollution values were being 
exceeded and saying it would allocate its financial contribution to local 
authorities with reference to these values. This arms-length approach ensured 
little interference by central government over matters such as smoke controls. 
Another example was the directive on the screening of lead in air for which the 
government did not introduce new legislation, but relied on existing law placing 
a duty on local authorities to inspect nuisances (Haigh 1987, p. 216). 

The directive on air quality and values for sulphur dioxide and suspended 
particulate (80/779) changed the basis of air pollution regulation toward 
mandatory standards. As Nigel Haigh (1987, p. 203) notes, they ‘place an 
obligation on the government to ensure specified standards are observed for 
ground level concentrations in air, of smoke, sulphur dioxide, lead and nitrogen 
oxide’. The requirement shifted decision-making from local to central 
government and from the inspection agency to the secretary of state. Another 
example in the air pollution field is the requirement in European legislation for 
national governments to set up monitoring stations designed to supply data 
necessary for the implementation of the smoke sulphur dioxide directive. The 
traditional framework was local authority monitoring but central government 
has supplemented this by a national system thorough the Warren Springs 
Laboratory. Similar requirements for lead, particulate matter and sulphur 
dioxide were adopted in the air quality standards regulations. This shifted 
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control and action to the Industrial Air Pollution Inspectorate making national 
agencies responsible for the implementing of directives. 

A further force for centralization is the active stance on environmental 
enforcement taken by local authorities. Because central government is the body 
responsible for implementing directives, local authorities tried to compel central 
government to enforce EU standards when central government was less keen. 
Under pressure from local interests groups, local authorities measured air quality 
in addition to the tests which had been carried out by the national laboratories. 
For example, in 1991 Edinburgh District Council carried out tests of the EU limits 
on nitrogen dioxide to see if parts of the city centre met the standards of the 
directive. However, in alerting the public of the dangers, the council found no 
way of achieving EU standards. There is a split between the local authority’s, 
central government’s and the inspectorate’s responsibilities, and it is not entirely 
clear in domestic legislation what each body is required to do. As a result of the 
confusion, local authorities looked to central government to make arrangements 
to enforce the directive. Edinburgh’s call for transport planning strategies 
recommended that the Scottish Office consider its position, take the leading role 
and increase the transport budget for Lothian region. The Scottish Office was 
reluctant to step in, and argued that it was up to the regional council, as the 
traffic management authority, to take measures to implement the directive. The 
region was reluctant to carry out the measures because they considered they had 
insufficient resources. Partly in response to these pressures, the government 
introduced the Environmental Protection Act 1995 which imposes a duty on 
councils: to review local air quality. Those councils covering areas where air 
quality targets have been breached have to set up ‘Air Quality Management 
Areas’ with a plan to improve the situation. However, even though the duty is 
placed on the councils, it is still up to both central and local agencies to put this 
into action. 

A further example of centralization is over red meat inspection. A directive 
regulating slaughtering alters the role of local authorities in inspection services as 
it takes away the direct responsibilities of environmental health officers. EU 
regulation aims to harmonize the UK with the European practice of veterinary 
inspection which examines the welfare and health of the animal in contrast to the 
environmental health responsibilities of local authorities which focus on the post- 
slaughter and hygiene aspects of the process. In 1992 the government decided to 
make the State Veterinary Service the controlling body in red meat inspection to 
bring rules into line with EU directives and European practice because most 
European countries have a central agency run by veterinarians. The logic of 
centralization is that if MAFF and the Department of Health are the competent 
authorities it is easier to convince the Commission that UK practice follows 
European rules rather than if the task is given to many locally elected bodies. 

Whilst not a direct response to EU directives, the creation of protection agencies 
in the UK might be linked with governmental responses to EU legislation. In 
England and Wales the Environment Agency combines the monitoring, National 
Rivers Authority and HMIP functions and a similar agency exists in Scotland. It 
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marks a change in policy from the early, non-interventionist period, when central 
government was happy to hand over the enforcement of directives to local 
authorities, to a pro-active stance where central government is keener to enforce 
or be seen to enforce them. The mechanism for enforcing directives is much 
clearer as the central agency becomes the competent authority. 

The ideas of subsidiarity, the Europe of the regions and partnership are 
designed to counter the centralization implicit in much European legislation. 
Unfortunately these concepts are general, and the Union does not put them into 
practice by specifying which level of government carries out the functions. This 
is up to national governments. On the other hand the doctrine of ‘direct effect’ 
could find the EU in future years recognizing local authorities independently 
from central government. Direct effect means that if a directive has not been 
turned into domestic law it is directly binding on the member state. Mostly this 
applies to national governments, but local councils as the competent authorities 
can be brought to court. A 1989 judgment, Fratelli Costanzo Spa v. Comune di 
Milano (case 103/88), found legal actions can be brought against local authorities. 
The court rules that local authorities are ‘emanations of the state’ and thus are 
required to implement directives when the implementation time of the directive 
runs out. The prospects for local government are wide ranging as they are 
responsible for many functions which are covered by directives. Citizens and 
pressure groups can take councils to court whilst central government delays the 
implementation of the directives. But an attractive constitutional feature of the 
direct effect doctrine is that it legitimates local authorities as policy-making 
bodies and allows them to implement EU policy without reference to member 
state governments. It could carry into effect the doctrine of subsidiarity and it is 
another way in which the EU can bypass national governments. 

Thus, as with finance, EU regulation is capable of altering or remforcing the 
relationship between the levels of government. On the one hand, it supports 
scenario two that EU regulation will be implemented in terms of the existing 
balance of power between the two levels of government as directives are 
allocated to the tier that already administers the function. Given local 
government's role as a service provider and local regulator, this could enhance 
its status if local authorities gain more functions than national institutions. Some 
trends support scenario five whereby nation states increase their powers over 
subnational government, particularly in relation to enforcement. Finally, scenario 
one is possible if European regulation increases subnational government powers 
through the direct effect doctrine. 


CONCLUSIONS 


The politics of EU finance and regulation shows the complexity of relationships 
which have emerged in the new triadic system. In the cases covered here there is 
support for four of the six possible scenarios at different times and for different 
policy sectors. Scenario one, the decentralist trend, seems to emerge in the 
additionality controversy, with some enhancement of the influence and 


© Blackwell Publishers Lid 1996 


310 PETER JOHN 


responsibilities of local government in the reform of the structural funds and in 
some aspects of legal regulation. Scenario two, the no-change hypothesis, is 
predominantly experienced in intergovernmental relations and the ERDF, the 
reform of the funds and in most forms of legal regulation. The stability in EU- . 
national—local relations in many of these examples is not surprising because the 
incremental process of decision-making insulates institutions against change. 
With regard to scenario three, the Euro-Leviathan argument, there seems little 
evidence for this in the examples chosen here, nor is there likely to be, given the 
role of national government in EU decision-making. European actors usually ally 
with national government except on minor issues. Scenario four is unlikely in the 
UK political context, except for a few examples of local/national resistance to 
costly EU environmental measures not cited here. The main examples of 
centralization (scenario five) were over environmental matters and some aspects 
of the administration of the ERDF. Scenario six is mainly found in the reform of 
the structural funds. 

The most interesting examples are those which seem to produce either 
decentralization through an alliance between European bodies and subnational 
governments and those which show the national state retaining or enhancing its 
powers. Given there are examples of both processes, the outcome of conflicts 
depend on the resources which bargainers bring to the policy games, the 
incentives to co-operate and the information which bargainers know about their 
rivals. It would seem that given the present distribution of resources, particularly 
in favour of the UK national government in domestic politics, the pointers 
indicate either scenario two or five as the most likely outcomes, but with other 
factors pointing to a change in the relationship. This reflects the complexity-of the 
European policy process which cannot be reduced to a simple intergovernment- 
alism on the one hand or an incipient neo-functionalism on the other. It can show 
elements of both depending on the circumstances when a policy has been 
introduced and the power of the actors in each case. In this sense the triadic 
model offers a rational choice account of the policy process with different 
resources and choices open to the bargainers and with different outcomes 
dependent on them and is a simple example of recent applications of the method 
to European policy (for example Garrett 1992; Mesquita and Stokman 1994). The 
innovation is that the account is institutionalist in its sensitivity to legal and 
resource constraints on the actors’ strategies and reflects recent development in 
rational choice theory which considers institutions as constraints on action. There 
has been no attempt to model the pay-offs formally in the form of a prisoner’s 
dilemma or a chicken game, since with more than two partners the situation is 
highly complex. Moreover, unlike some applications of the rational models such 
as to Council decision-making (Mesquita and Stokman 1994), there is no 
possibility of determining values for the pay-offs because there is no precise 
outcome and no way of quantifying what would have happened had bargainers 
followed different strategies. Thus the analysis is essentially interpretative: 
bargainers face choices about with whom to ally themselves and that each choice, 
has a cost and a benefit which can be divined by analysing the sequence of 
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events. It is hoped, however, that rather than foster an attack on policy network 
models of the European policy process, such as Peterson’s (1995) recent account, 
the ‘soft’ application of a bargaining model put forward here aids the analysis of 
the complexity of the policy process and the shifting alliances found between 
three levels of government. While the policy network model assumes through 
resource interdependency that policy networks are sectorized assurance games 
(differing to the extent that they exclude less powerful interests), the bargaining 
model seeks to investigate more complex patterns of alliances and outcomes. 

The triadic model itself needs to be supplemented by the considerable 
complexity of organizations, resources, pay-offs and choices at each level of 
government. Some of these have emerged in the course of the discussion. 
Coalition formation is complex. At the subnational level there are many non- 
elected organizations and local pressure groups. At the national level bureau- 
cratic politics segments government departments. Most of all differentiation 
occurs at the EU level with the factions within directorates and in the EP. Thus 
complex coalitions emerge between and within all the organizations according to 
policy sector and across nations. There are also different relationships depending 
on the evolution of the policy process, particularly whether it is at the policy 
formulation or implementation stages, with subnational government being more 
prominent in the latter part. There is also the adaptation of bargaining strategies 
according to the benefits and costs of a series of decisions over time rather than a 
one-off calculation — participants may choose to lose one game to obtain a 
reward in a subsequent one. An institutional bargaining model, however, can 
capture the dynamics of relationships within networks where shifting coalitions 
of actors from within the nodes of the triad negotiate to achieve desired or non- 
desired outcomes. 
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MANAGEMENT IN THE PUBLIC SECTOR: A 
CONTENT ANALYSIS OF JOURNALS 


KIERON WALSH, VIVIEN LOWNDES, KATHRYN RILEY AND JACKIE 
WOOLLAM 


INTRODUCTION 


Public service management is being rethought. In the last twenty years 
managerial ideas, often derived from the private sector, have become 
increasingly prominent in all areas of public service. The purpose of this article 
is to examine changing ideas about public management through a content 
analysis of leading practitioner journals. The journal survey was designed to 
provide data on broad patterns of change and was conducted as a prelude to an 
assessment of actual levels of change in public service management (see 
Lowndes et al. 1995). Although largely descriptive, the journal analysis serves to 
inform the research agenda, and the role of new ideas in driving change. 

Our study analyses the content of journals discussing public management 
since 1980. We were concerned to examine the ideas that were being most 
commonly discussed, and to examine how they varied from one sector of the 
public service to another. In order to do this, we analysed a number of 
practitioner-oriented professional journals that were dominant, widely circulated 
and read in their respective sectors. We focused primarily on local government, 
analysing the content of Local Government Chronicle, and the National Health 
Service, studying Health Service Journal (earlier the Health and Social Service 
Journal). Less complete analyses were conducted in education (studying the 
journal Education), and social services (studying Community Care and Social Work 
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Today). It is not necessarily the case that the topics discussed in these journals are 
those that concern managers in practice, but it seems plausible to argue that they 
have a role in transmitting a new management agenda, if not setting it. 

In each case -— local government, health, education and social care - we 
analysed the content of journal issues over a period of twelve years, from 1980 to 
1992, analysing all of the issues covering the first six months of the relevant year 
at four yearly intervals. We studied each of the journals listed for the first six 
months of 1980, 1984, 1988 and 1992. We were concerned to investigate the 
pattern of discussion of management issues across services, and over time. We 
did not include the editorial material in our coding, but all other articles, 
including both news and features were analysed. It is clear that the content of the 
journals was strongly influenced by particular topics and events, such as local 
government reorganization, or major restructuring, such as that in the National 
Health Service in the early 1990s. These articles were included in the analysis 
where they related to the specific topics under scrutiny. 

The articles in the issues of the journals studied were coded into six categories 
which were drawn from our reading of the public service management literature. 
The categories were commercialism, user involvement, evaluation of perfor- 
mance, strategy, collaboration with other organizations, and staffing. ‘Commer- 
cialism’ was concerned with issues of organization and managerial efficiency, 
value-for-money, the growth of market mechanisms such as compulsory 
competitive tendering (CCT) and externalization, and internal developments 
such as the development of cost centres and internal trading. ‘User involvement’ 
covered issues such as direct user control of services, consultation with users, 
and redress for poor service. The third category, ‘evaluation’, was mainly 
concerned with issues of performance measurement, inspection and audit. 
‘Strategy’ covered issues such as strategic planning, leadership and strategic 
management. ‘Collaboration’ focused upon common working across agencies, 
whether within or between sectors, for example, working with the voluntary 
sector or the collaboration of health and social care. The final category, ‘staffing’, 
covered personnel and training issues, where they related to management rather 
than strictly professional development, and industrial relations including pay. 
Many items covered more than one category, and where appropriate we coded 
each article into up to three categories. As well as the broad coding of topics, we 
also developed a more qualitative analysis of both topics and the nature of the 
discussion, focusing predominantly on health and local government. 

The management agenda has clearly shifted over time, with new ideas and 
languages continually emerging. For example, in local government there was 
much discussion of corporate planning and management in the mid-to-late 1970s 
which largely disappeared in the early 1980s as value-for-money became 
important, and present discussion focuses increasingly on issues of account- 
ability and appointed bodies. We were concerned to see how much this shifting 
agenda was actually reflected in the journals read by managers. 

We approached the data with a number of broad hypotheses in mind. First we 
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expected that there would be an increase in the overall extent of coverage of 
managerial issues across all sectors over time. Academic observers have 
generally argued that managerialism increased rapidly in the 1980s and 1990s. 
We also anticipated that there would be differences of emphasis, within the 
overall managerial focus between sectors. We expected that the local government 
discussion would focus strongly on issues of commercialism and efficiency, and 
that the health and social care coverage would be more concerned with user 
involvement and inter-agency working. Finally, we anticipated that concerns 
would change over time, and that the pattern of change would differ between 
sectors. 


THE GROWTH OF MANAGERIALISM 


It is clear from our analysis that there has been a growth in the discussion of 
managerial issues in public service journals over the last fifteen years. Table 1 
presents a simple total count which shows almost a doubling of the number of 
articles on managerial issues in the journals analysed between 1980 and 1992. 
The acceleration of managerial articles in the last four years is noticeable. This 
change reflects the growth of a more specific and explicit managerial agenda 
after 1987. It was then that the government introduced major changes in the 
management of health, local government, social care and education. Before 1987 
the focus, with the exception of health, was largely on the control of finance. In 
local government, for example, compulsory competitive tendering had little 
impact before the introduction of the Local Government Act 1988. If this is an 
adequate explanation of the growth in the level of discussion of management, 
then one would expect that the rate of growth would vary between sectors of the 
public service, since the management agenda was introduced earlier in some 
cases than others. 

The pattern did, in fact, vary from one service sector to another, as can be seen 
from table 2. In each sector, except for education, managerial issues were taking 
up a high proportion of the space by the end of the period. The difference 
between services is significant. In health, the amount of space devoted to 
managerial issues has always been high and did not increase as rapidly as in the 
other service sectors; indeed it fell between 1984 and 1988. The increase in the 
level of discussion of managerial issues in health in 1984 reflects the 
implementation of the Griffiths Report at that time. In social care and education 
the emphasis on managerialist issues is weak compared with professional topics. 
In educational journals, for example, there is a good deal of discussion of 
pedagogy and curriculum. In health the managerialist agenda has always been 
strong, perhaps reflecting the nature of National Health Service organization, 
which has been subject to continuous change since 1974. Managerial discussion 
in health may also reflect the fact that it is more directly controlled by 
government than other sectors, and that control is primarily managerial rather 
than professional. The growth of emphasis on managerialist topics in education is 
marked, though starting from a low base. Both in education and social care, 
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TABLE 1 Total number of items on manage- 


rial issues 

1980 428 
1984 530 
1988 448 
1992 843 


% increase 1980/1992 96.9% 


TABLE 2 Total number of items on managerial issues by service 


Health Local govt. Social care Education Total 
1980 235 103 78 12 428 
1984 342 58 104 26 530 
1988 136 143 122 47 448 
1992 286 344 145 68 843 
Total 999 648 449 153 2249 
% change 21.7% 233.9% 46.2% 466.7% 96.9% 


1980/1992 


compared with health and local government, there was a steady growth in 
discussion of issues related to management. 

The data support the argument that there has been a growth in discussion of 
managerialist issues, and that this has happened across the public service, 
though more in some cases than others. It also shows that there is fluctuation 
over time, and that there had not been straightforward growth. Variation reflects 
differences in each service context, for example, the ability of government to 
impose change in some sectors as against others. In some services professional 
learning may be more important in driving change. In the case of education and 
social care professionalism may be seen as more dominant, with these sectors 
being protected from direct impact by the fact that they operate within the 
overall local government sector. They are less open to direct imposition of ideas 
by government. Variation in the organization and governance of public services 
influence the degree to which the impact of managerialism is mediated. In 
education and social care new approaches have been aimed at influencing 
professional practice as much as management, for example, through the Children 
Act or the National Curriculum. Moreover, management change went along 
with, and partly worked through, professional concerns. 


CHANGE IN MANAGEMENT TOPICS 


The topics that are the focus of managerialist discussion vary both across service 
sectors, and over time. Specific initiatives impact on different services. Some 
topics pass from being matters of debate to becoming part of the normal 
vocabulary of management, for example, value-for-money was a phrase much 
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used in the 1980s. It is much less used now, and is not a matter of controversy, 
having become incorporated into the everyday understanding of public service 
organization. In the following discussion we consider the way that managerial 
discussion varied, first across services and then across time. Education has been 
excluded from further analysis since it proved difficult to categorize the journal 
data in the same way as the other cases. Education is discussed on a qualitative 
basis later. 

The pattern of distribution of articles on different topics across sectors is 
outlined in table 3. The dominance of staffing issues and articles on 
commercialism overall is clear, but there is also variation in the pattern. Health 
and social care have a significantly higher proportion of articles on user 
involvement than does local government. This is a reflection of the fact that local 
government as a generic category does not capture the development of user 
involvement issues within its individual services, but only more general 
consultation issues. It is only recently that more generalized user and community 
involvement and control issues have become part of the local government 
management agenda. Even then an examination of recent issues of local 
government journals shows little discussion of community government issues. 
Health and social care, being direct services to the user might be expected to 
show more discussion of user involvement issues. 

The pattern of distribution of articles on staffing cannot simply be attributed to 
the labour intensive nature of health, since both local government and social care 
are also highly labour intensive. In part, as we shall show this represents the 
particular salience of industrial relations and pay issues in 1980, when there was 
debate over how to resolve difficulties that had arisen in the 1970s. In health, for 
example, the Clegg Report (which arose out of pay issues in the late 1970s) was 
the subject of a great deal of discussion in the early 1980s. Given the decline in 
the power of trade unions and staff as a result of industrial relations legislation 
and such developments as contracting out, one would expect that the dominance 
of staff issues would decline over time. The high proportion of articles on 
collaboration in social care can be explained in terms of the need for social 
services organizations to work with other institutions, notably voluntary 
organizations, the National Health Service and private providers. The apparently 
higher emphasis on strategic issues is less easy to understand, but may have 
been influenced by debates around the introduction of community care 
planning. Social care is also characterized by more discussion of issues of 
evaluation, and less by issues of commercialism. The emphasis on evaluation 
may be a reflection of the problematic nature of defining and monitoring social 
care services. 

Analysis of change over time provides a further part of the picture. First there 
has been a change in the salience of issues over time. In table 4 we compare the 
distribution of journal articles between categories for 1980 and 1992 across all 
services. The change in the focus of articles becomes particularly clear using this 
categorization. The proportion of staffing articles has changed considerably, with 
a large percentage decrease, even though the absolute number still rises. In other 
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TABLE 3 Distribution of articles on management by service, 1980 to 1992 


Health Local govt. Social care 
No. % No. % No. % 
Commercialism 222 26.1 206 31.7 73 . 16.3 
User involvement 223 26.2 97 14.9 96 21.4 
Evaluation 29 3.4 23 35 40 8.9 
Strategy 49 5.8 62 9.5 57 12.7 
Collaboration 40 4.7 74 11.4 67 14.9 
Staff 286 33.7 188 28.9 116 25.8 


TABLE 4 Change in pattern of articles over time 


1980 1992 
No % No % 
Commercialism 61 16.3 204 28.1 
User involvement 75 20.0 165 22.7 
Evaluation 13 3.5 34 4.7 
Strategy 24 6.4 62 8.5 
Collaboration 37 99 76 10.5 
Staffing 164 43.8 186 25.7 


cases there is a noticeable, though relatively small change in emphasis. Concern 
for issues of commercialism has displaced concern for staff to a considerable 
degree. This is as one would expect given the emphasis upon efficiency, the 
declining influence of the trade unions, and the attack on producer control. 

In table 5 the pattern is broken down, analysing the coverage of different 
topics in each sector over time. It is clear that the pattern of change in different 
services has been variable over time. The data show that change is not simply the 
result of the general increase in the number of articles on management issues. In 
some sectors there has been an absolute decline in the number of articles on a 
particular issue. It is noticeable in health compared with social care that 
discussion in journals tends to be dominated by one or another area of 
discussion — staffing in 1980 and user involvement in 1992 — whereas in social 
care there is a more generalized discussion. This may reflect the importance of 
the nature and governance of a particular service in influencing the way that it is 
discussed. 

The pattern of change can be seen rather more clearly if we take the overall - 
change in the issue focus in different services. Table 6 shows that in all cases the 
proportion of journal space devoted to staffing issues declined, but the decline 
was much greater in the case of health than elsewhere. Many of the staffing 
issues in health were also related to professionalism, and health was 
characterized more than others by debates over the link between professionals 
and managers in the 1980s. The decline in the discussion of staffing issues also 
reflects a shift from concern with professionalism to concern with management. 


© Blackwell Publishers Ltd 1996 


A CONTENT ANALYSIS OF JOURNALS 321 


TABLE 5 Articles by service over time 
Health Local govt. Social care 


Evaluation 4 21 10 4.2 2 19 11 32 7 89 13 9.1 
Stra 10 5.1 T11 46 5 49 34 99 9 15 17 117 
Collaboration 16 83 10 42 6 58 37 108 15 192 29 100 
Staffing 99 513 61 256 38 369 96 27.9 27 346 29 201 


TABLE 6 Percentage change in article distribution, 1980-1992 


Health Local govt. Social care 
Commercialism + 2.6 + 20.9 + 5.1 
User involvement + 25.7 ~~ 23.1 -+ 8.6 
Evaluaton + 6.4 +13 — 0.2 
Strategy — 1.2 +50 + 0.2 
Collaboration ~ 4,] + 5.0 + 0.8 
Staffing — 25.7 — 9,0 — 14.6 


The decline is not simply a reflection of a high figure in 1980, since the decline 
continues throughout the period. 

The growth in articles related to commercialism is marked in local government 
compared with health and social care. Much of the change relates to issues of 
compulsory competitive tendering, but one would not have expected such a 
radical variation on this basis alone. Both health and social care also faced radical 
change in the introduction of more market-based approaches in the period 
covered. In health there was the reorganization of 1991 with its high commercial 
content, and in social care the mixed economy of care was to be introduced in 
1993, following the National Health Service and Community Care Act, 1991. In 
local government, CCT for professional and support services was not really being 
discussed at this time. The articles which we categorized under commercialism 
did not concern only matters related to CCT, but also much broader 
developments relating to externalization and internal trading. 

The growth of a concern for user involvement in health is marked, as is the 
proportionate decline in local government. Many of the references in health were 
to users as consumers of health. Commercialism issues therefore overlapped 
strongly with the introduction of an approach emphasizing patients’ rights. 
There was a marked increase in discussion of redress for patients who had, or 
claimed to have, suffered injury in hospitals, a reflection of the rapid growth in 
complaints and claims for compensation in the NHS. The difference between 
health and social care may partly be explained by the fact that redress is more 
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difficult in social care. In social care, where the nature of the users and the service 
are more diffuse, complaints are more difficult to make and follow up. 

It would be too simple to argue that the concern in health has shifted from the 
producer to the user, but there is obviously a shift in the pattern of discussion 
towards a new interest in consumerism. The increase in relation to issues of 
evaluation in health is reasonably marked, but starts from a relatively low base. 
This partly illustrates changes in the approach to staffing, as the new emphasis 
on performance pay required new forms of service evaluation. 

In social care there is a decline in articles relating to staffing, but generally the 
changes in focus are less marked than in other services. The changes in references 
to commercialism and user involvement are relatively small. The professional 
agenda and the discussion of substantive service issues, continues to dominate to 
a greater extent than in other cases. 

The pattern of variation over time may reflect the impact of externally 
imposed change. In local government and health, externally imposed change had 
a major impact earlier than on social care. In health there were the successive 
impacts of the ‘Patients First’ reorganization, the Griffiths Report, and the plans 
for and implementation of reorganization from the early 1990s. In local 
government change came a bit later, with the value for money emphasis, but 
only became extensive after 1987. In social care change came late, and was often 
mediated through professional debate and had a professional colour, as in the 
case of the Children Act. Only in 1993 was the market emphasis introduced 
through the mixed economy of care and even then it was less constraining than 
in other sectors. This suggests that the dominant factor in the growth of 
managerialist discussion is external pressure. Left to themselves sectors will tend 
to be dominated by professional concerns. 

The simple figures do not provide a detailed picture of the substantive content 
of articles. The nature of discussion also changed over time. We did not conduct 
a detailed analysis of the nature of discussion in each article, but we did record 
the broad nature of articles. It is clear that it is not only the number but also the 
nature of articles about topics that has changed. In local government, for 
example, ‘commercialism’ in 1980 was concerned much more with articles about 
charging than was the case in the later period when CCT dominated. In the early 
1980s ‘user involvement’ was concerned largely with legalistic issues, such as the 
rights of the public to be consulted or issues of redress under the homelessness 
legislation. In the late 1980s and early 1990s, the agenda of consumerism emerges 
more clearly. In each service the early discussion of staff issues was largely 
around pay and industrial relations, whereas later there was more concern for 
staff involvement and broader morale issues. 

The nature of changing emphasis over time can be illustrated using the case of 
education. In the early 1980s, management of the service was not a matter of 
discussion in the journal Education. What discussions there were dealt with 
technical service issues such as managing school meals, energy conservation and 
school transport. Commercialism and commercial patterns of management were 
not an issue before 1988. By 1992 the implications of the changes brought about 
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by the Education Reform Act (1988) for the leadership and management of the 
education system and for schools had become central issues. Governance issues 
have become particularly important in education as the pattern of control has 
changed through local management of schools, the autonomy of further 
education colleges, the establishment of grant-maintained schools and other 
developments. 

Change can also be seen in the character of contributors to the journals. Chief 
education officers and directors of education are dominant throughout the 
period, but other groups emerge over time. There is an increasing number of 
articles by previous education authority staff operating in the private sector. 
Headteachers and principals of colleges begin to contribute to the journal more 
in the late 1980s and early 1990s, reflecting the shift of power away from 
education authorities. Private consultants have also written more in the journal 
over time, as they have done in the other cases examined. 

Across the journals we looked at, there are clear changes in the nature of 
language over time with the rhetoric of consumerism and commercialism 
becoming clearer. New words and phrases — “business planning’, ‘customer’, ‘re- 
engineering’ — continually emerge. There is a gradual process by which language 
becomes accepted as the normal currency of debate, for example in the case of 
‘value-for-money’. Change seems to need to go through a stage of rhetorical 
development before it can be incorporated into organizations’ continuing 
processes of operation, and the everyday currency of management debate. 

The content of journals also shows very clearly the dominance of specific, 
required, changes in the nature of public organizations in setting the terms of 
debate. In local government the introduction of CCT is an example. Outside the 
period with which we are concerned, there has been massive coverage of the 
Local Government Review in the Local Government Chronicle (during 1993 to 
1995). In social care the introduction of the mixed economy of care and the 
Griffiths Report are primary focuses of discussion. In health there is the ‘Patients 
First’ reorganization, the Griffiths Report and the reforms of the early 1990s. The 
huge coverage that is accorded to these issues and developments is a reflection of 
the way that externally required changes tend to dominate discourse. It is also 
clear that the influence of external events is greatest in the case of health, where 
the mediating effect of local political control is absent. 


CONCLUSION 


The data we have presented support the broad hypotheses with which we began. 
There was a clear increase in the extent of discussion of managerial issues in all 
the journals under consideration. While coverage increased throughout the 
period we looked at, there was a rapid acceleration in the late 1980s and early 
1990s. There were differences in the pace of change in each service. In health, 
managerial ideas achieved a high profile much earlier than for other services. In 
education (and to a lesser extent social care), the emphasis on managerial issues 
was relatively weak, although growing from a low base. The focus of managerial 
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debate varied between services. Health and social care showed a greater concern 
for user-related issues, while local government showed the greatest concern for 
commercialism. The coverage of different topics varied over time, with an overall 
fall in the proportion of articles on staffing issues and sharp increases in the 
proportion of articles on commercialism and user involvement. 

Overall, then, the analysis show a substantial change in the nature of 
discussion in public sector journals, with considerable variation between sectors. 
Our findings support the argument that public service management is being 
rethought, but point to the danger of referring to a single ‘new public 
management’. Different topics have assumed a different importance at various 
points since 1980. Some ‘new’ topics have become part of public management 
orthodoxy, while others have lost relevance. New ideas about public manage- 
ment impact upon different services in different ways, each sector experiencing 
its own trajectory of change. Variation appears to be related both to fundamental 
service characteristics and to the organization and governance of different 
service sectors. 

This article has been concerned with change at the level of ideas. Further 
research within public service organization is necessary to investigate the 
relationship between new management ideas and new management practices. 
Our journal survey suggests that the impact of a general culture of ideas may be 
limited. The impact of new management ideas is likely to be mediated by the 
institutional context of each service, and the internal dynamics of individual 
organizations. 
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NOTE 


PUBLIC ADMINISTRATION 1945-1969 


Introduction 
This note supplements Rhodes (1995a), ‘The state of public administration: a 
professional history, 1970-1995’. It presents a content analysis of Public 
Administration over a twenty-five year period, 1945-1969. Rhodes (1995a) looks 
at the last twenty-five years of the journal to provide data for an assessment of 
the state of the discipline of public administration. This research Note replicates 
that study for the preceding twenty-five years. So, a content analysis is now 
available for the entire post-war period of Public Administration. The Note not 
only describes the contents of Public Administration between 1945 and 1969 but 
we also compare this period with more recent developments. First, the period 
1945-1969 contrasts vividly with the discipline today and, second, the roots of 
later changes are found here. 

Rhodes (1995a, p. 7) concluded that research in public administration between 
1970 and 1994 had the following characteristics. 


(1) it covered a wide range of research topics; 

(2) it relied on a restricted range of methods (for example, case studies); 

(3) it relied on descriptive and simple forms of inductive statistics, rarely 
using advanced quantitative techniques; and 

(4) it was practical rather than theoretical. 


There were also some significant trends. Academics were the main contributors, 
not practitioners. There was a large increase in articles about both public policy 
making and, after 1990, in public management. The Economic and Social 
Research Council was the main source of research funds, accounting for one-fifth 
of all such funding by 1994. Although ‘the institutional approach’ (Rhodes 
1995b) predominated, empirical analysis became the main research metho- 
dology. This article explores changes since 1945. 


The era of traditional public administration 

If we are to identify the changes between 1945 and 1995, the starting-point must 
be the characteristics of traditional public administration. William Mackenzie 
was the doyen of British public administration in the 1950s and 1960s. Writing in 
1951, he thought the subject was in ‘rather a queer state’. The teaching involved a 
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‘smattering of history’, ‘a little law’ and some current affairs. The number of 
researchers was small: ‘it is hard to think of more than half-a-dozen names 
altogether’, and the tradition was ‘descriptive and critical’ (Mackenzie 1975, pp. 
4, 7-8 and 9-10). In similar vein, William Robson (1975, p. 73) delineates 
traditional public administration as ‘essentially institutional’ and concerned to 
analyse the ‘history, structure, functions, powers and relationships’ of 
government organizations. 

There is also a reformist strand in the traditional public administration. Public 
administration was criticized ‘by reference to what may be crudely called 
“common sense”’ (Mackenzie 1975, p. 9). The Fabians, with their belief in 
administrative engineering, epitomize this ‘social critic’ part of the British 
tradition (Rhodes 1979, p. 70). 

With the focus on institutions and the predilection for criticism goes a distaste 
for theory. According to William Robson (writing in 1961) ‘we have 
avoided ... the abstract approach’ which characterizes American work. British 
writers had more modest ambitions: ‘any theorizing ... is to be found embedded 
as inarticulate major premises in the pages of blue books dealing with such 
matters as the Civil Service, or administrative tribunals, or the machinery of 
government. The best work in this country is not abstract but highly realistic’ (Robson 
1967, p. 94, emphasis added). 

In more caustic vein, Mackenzie (1975, p. 8) agrees with this diagnosis 
commenting that such research: 


involves criticism and prophesy by deduction from major premises passed off 
as universally acceptable but so far as possible concealed. ... 


... I think we have most of us fought shy of a science of administration or 
principles of administration of the type we associate with Mr Urwick, Mr 
Milward and Mr Brech. We have not perhaps been intellectuals of the highest 
order, but at least we have had our pride: at least there was one branch of 
study at which we could sneer as less respectable than ourselves. 


British public administration was not only atheoretical but hostile to abstract 
theorizing. 

In sum, traditional public administration had three pillars: a distaste for 
theory; the study of institutions (through historical case studies mapping the 
structure, functions and relationships of British government); and ‘criticism’ or 
administrative engineering. (For a more detailed discussion of the study of 
public administration in the 1950s and 1960s, see: Chester 1946 and 1962; 
Mackenzie 1975; Milne 1949; Rhodes 1995c; Robson 1961 and 1975). 


A content analysis, 1945-69 

Tables 1 to 5 broadly confirm this picture and reveal some significant differences 
in the subject between 1945 and 1994. We document here the main findings. A 
more detailed explanation of the analysis and it’s contribution to the debate 
about the state of the discipline of public administration is given in Rhodes 
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(1995a). We do not repeat these arguments here. The analysis provides a useful 
assessment of change in research in public administration. It provokes 
explanation of that change. Articles are classified using the following categories: 
institutional affiliation, subject matter, research funding, research methodology, 
methods of empirical analysis and theoretical focus. We give detailed comments 
about applying the code book to the immediate post-war period in the “Technical 
Notes’. 

The core theme to emerge from the analysis is that public administration was 
professionalized in the post-war period. Table 1 provides an obvious indicator of 
this trend which shows a marked decline in practitioner articles and a matching 
increase in articles written by academics. Up to 1964, academics wrote fewer 
than half the articles in the journal. By the 1960s, and with the growth of the 
social sciences in the new universities and polytechnics, academics accounted for 
over half of all contributions. By the 1990s, they accounted for 81 per cent. The 
whole period shows a dramatic and inexorable increase in academic 


TABLE 1 Institutional affiliation 


INSTITUTIONAL 1945- 49 1950-54 1955-59 1960-64 1965- 69 
AFFILIATION N (%) N (%) N (%) N (%) N (%) 
Academic 13 (13) 63 (44) 58 (43) 53 (47) 60 (54) 
Research student 2 (2) 5 (4) 2 (2) 1 (1) 4 (4) 
Civil servant 27 (27) 30 (21) 28 (21) 27 (24) 28 (25) 
Local gov. official 12 (12) 11 (8) 8 (6) 6 5) 4 (4) 
Politician 7 (7) 1 (1) 1 (1) 4 (4) 3 (3) 
Other practitioner 38 (38) 33 (23) 37 (28) 22 (20) 12 (11) 
TOTAL 99 (99) 143 (101) 134 (101) 113 (101) 111 (101) 
TABLE 2 Subject matter 

SUBJECT 1945-49 1950- 54 1955-59 1960-64 1965- 69 
MATTER N (%) N (%) N (%) N (%) N (%) 
Admin. theory 3 8) 5 (4) =(=) 3 (3) 5 ©) 
Public management 5 ©) 11 (8) 4 (3) 3 8) 7 (6) 
Citizen participation — 2 (1) —— (—) 3 (3) 1 (1) 
Policy making 4 (4) 12 (8) 16 (12) 5 (4) 17 (15) 
Planning 3 (3) == (=) 1 (1) 3 3) 8 (7) 
Accountability 3 3) 10 7) 8 (6) 2 (2) 5 (5) 
Personnel 10 (10) 10 (7) 17 (13) 7 (6) 7 (6) 
Budgeting 1 (1) 1 (1) om (—) 4 (4) 1 (1) 
Inter-governmental 1 (1) —— (—) 3 02) 1 (1) —C) 
Local government 18 (18) 33 (23) 23 (17) 28 (25) 15 (14) 
EC relations —) — (—) — (—) — (—) — (—) 
Central government 14 (14) 17 (12) 21 (16) 22 (20) 15 (14) 
Comparative: 

(a) W. Europe 4 (4) 15 (11) 9 7) 2 (2) 16 (14) 
(b) USA 6 (6) 8 (6) 8 (6) 3 (3) 1 (1) 
(c) Other 7 (7) 7 6) 15 (11) 16 (14) 10 (9) 
Admin. Law 11 (11) 10 (7) 7 ©) 4 (4) — (—) 
Other 9 (9) 2 (1) 2 (2) 7 (6) 3 6) 
TOTAL 99 (99) 143 (101) 134 (101) 113 (103) 111 (103) 
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TABLE 3 Research methodology 


METHOD 1945-49 1950- 54 1955-59 1960-64 1965-69 
N (%) N (%) N (%) N (%) N (%) 

Experience: 
Anthropology — (—) — (—) — (+) — (—) — (—) 
Historical 24 (24) 25 (18) 11 (8) 14 (12) 8 7) 
Descriptive 27 (27) 47 (33) 42 (31) 49 (43) 35 (32) 
Deductrve: 
Mathematical — {(—) (= = —) nes) m= {—) 
Logical 20 (20) 14 (10) 7 (5) 18 (16) 8 (7) 
argument 
Legal 14 (14) 11 (8) 3 2) 4 (4) it) 
brief 
Empirical 13 (13) 32 (22) 51 (38) 26 (23) 52 (47) 
Heuristic af) — (—) — (~) == (=) ===) 
analogy 
Literature — (—) 12 (8) 9 (7) 2 (2) 5 (5) 
review 
Other 1 (1) 2 (1) 11 (8) == (—) 3 (3) 
TOTAL 99 (99) 143 (101) 134 (99) 113 (100) 111 (101) 
TABLE 4 Empirical analysis 
EMPIRICAL 1945-49 1950- 54 1955-59 1960—64 1965- 69 
ANALYSIS N (%) N (%) N (%) N (%) N (%) 
Case study 12 (12) 19 (13) 34 (25) 20 (18) 35 (32) 
Cross-sectional =>) 6 (4) 7 (5) 2 (2) 5 6) 
Structural equations  — (—) 2 (1) =) -= (—) 3 (3) 
Longitudinal analysis 1 (1) 5 (4) 10 (8) 4 (4) 9 (8) 
Controlled study — (—) —(t) — TR. =t) — (—) 
N/A 86 (87) 111 (78) 83 (62) 87 (77) 59 (53) 
TOTAL 99 (99) 143 (160) 134 (100) 113 (101) 111 (101) 
TABLE 5 Theoretical focus 

1945- 49 1950-54 1955-59 1960-64 1965- 69 

N (%) N (%) N (%) N (%) N (%) 
Theoretical 2 (2) 16 (11) 4 (3) 4 (4) 11 (10) 
Practical 97 (98) 127 (89) 130 (97) 109 (97) 100 (90) 
TOTAL 99 (100) 143 (100) 134 (100) 113 (101) 111 (100) 


contributors. A former editor, Chester (1966) also commented on this trend in a 
valedictory editorial. He noted that there were few academic contributors to the 
journal in the early post-war period and, as academic articles increased, they 
were not always of a publishable standard. It was difficult to obtain articles 
based on fieldwork. Top civil servants continued to contribute and were more 
willing to do so than their local government counterparts. But these 
contributions fell significantly in the 1970s, only showing signs of recovery in 
the 1990s with the advent of the ‘Public Management’ section. 
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Table 2 shows that diversity of subject matter is a long-standing and 
continuing characteristic of public administration. None the less, there were 
some marked shifts of emphasis within this diversity. There were few articles on 
administrative theory before 1969, accounting for only about 5 per cent of 
articles. Articles on central government are significantly higher before 1970, 
probably because civil servants wrote many articles. There has been a slight 
decline in the number of comparative articles, with a noteworthy fall in articles 
on the United States. After 1954, there was a sharp fall in administrative law 
articles. This decline corresponds with the launch of the journal Public Law. The 
nationalized industries and public corporations were prominent topics in the 
early post-war period. They ranged from articles by practitioners describing 
practical administration from inside a corporation to discussions of the legal 
position of the industries. Finally, there was a decline in biographical subject 
matter; for example, in the early 1950s the RIPA ran a series on ‘A Day in my 
Official Life’ (see Johnson 1951; Rhodes, H.V. 1952). Such series disappeared after 
1960. 

Table 3 illustrates the steady increase in the number of empirical articles up to 
1969. The growth is marked after 1964, reflecting the institutional base of the 
subject in the new universities, especially the polytechnics. Historical articles 
decline in importance. Of non-empirical articles, recollected experience 
predominates over, for example, deductive reasoning as a research methodology. 

Table 4 shows that the increase in empirical articles saw a similar reliance on 
the case study. However, this empirical work did not attract grants. Only two 
articles acknowledge a grant between 1945 and 1969. Statistical sophistication 
remained low throughout the post-war period. These characteristics of public 
administration research did not change between 1970 and 1994, although the 
proportion of empirically based articles, and the number of grants, increases 
significantly. The increase in grants is a clear indicator of the professionalization 
of public administration with one in five articles acknowledging research 
support in the 1990s. Until the late 1980s the percentage of theoretical articles in 
the journal remained below 10 per cent, a small percentage of all articles. Only 
the 1990s have shown a significant change, with over 20 per cent of articles 
having a theoretical focus. As Dunsire (1995, p. 33) observed, most contributors 
to the journal in the 1990s, including practitioners, ‘are aware of theoretical 
writings on their topics’. 

This statistical portrait can be fleshed out by a more impressionistic 
assessment. Articles in the early post-war period are: short (as few as four 
pages), descriptive, historical, and concentrate on the formal-institutional aspects 
of government. They discuss institutions and people who are significant within 
the practice of public administration. The articles that appear are often papers 
delivered at conferences, several organized by the RIPA. Generally the articles 
take the form of narratives with little theoretical content. They are not formally 
‘academic’ in the sense that they often have little structure (Le. no introduction, 
argument, subheadings, or conclusion). The topics are organized chronologically 
rather than by theme. There is little reference to the relevant academic literature. 
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Occasionally there are footnotes which cite books and articles but there are no 
bibliographies. Authors do not engage with the academic literature. These 
trappings of professionalism become more common throughout the post-war 


period. 


Conclusions 

This content analysis confirms that traditional public administration adopted the 
institutional approach and was hostile to theory. However, it provides no 
evidence, statistical or impressionistic, on the field’s bent towards administrative 


engineering. It also suggests that: 


(1) after 1964, public administration was professionalized with academics 
becoming the dominant contributors; 

(2) the subject matter remained diverse; 

(3) there was little or no external research funding; and 

(4) empirical analysis, especially the case study, replaced recollected 
experience as the dominant research methodology. 


Clearly, the professionalization of public administration is part of larger 
trends. It mirrors the growth of social sciences in the new universities and 
polytechnics of the 1980s. It is also the well-spring for the empirical and 
theoretical trends of the 1990s. These reflect the growing maturity of the 
discipline. Public Administration has developed into an academic journal. The 
trends are not dramatic. An overview of the entire post-war period presents a 
discipline that has evolved cautiously rather than progressed in leaps and 
bounds. In Rhodes (1995a) British public administration is still described as 
‘traditional’. Positive developments in editorial policy encourage changes; for 
example, introducing the public management and comparative sections in the 
journal in the 1990s. Editorial influence is also less direct. For example, Michael 
Lee and Christopher Pollitt introduced ‘a statement of purpose’ in Spring 1982: 
‘Manuscripts solely or primarily concerned with the detailed description of 
particular administrative practices or specific organizations will not normally be 
accepted. Historical studies will be accepted only if they satisfy the two criteria of 
analytical rigour and a broad current interest.’ The statement is the death knell 
for the traditional article and a clear recognition of the impact of the social 
sciences on the subject. In all probability, it is also a barrier to practitioners whose 
expertise lies in their detailed knowledge of administrative practices and specific 
organizations. 

The drop in practitioner contributions from an average of 68 a year between 
1945 and 1969 to 23 between 1970 and 1994 is Public Administration’s loss. Today 
there are multiplying academic journals, reflecting both increasing specialization 
and pressure on academics to publish. Practitioners may be contributing 
elsewhere, but more likely are not contributing at all. There are several ways in 
which practitioner contributions could be encouraged. They could become co- 
researchers on empirical academic research projects. As increasing numbers 
register for higher degrees, they could turn their dissertations into articles. They 
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could be invited to give papers at academic conferences. They could work with 
an academic ‘ghost writer’ with the time to write and the skills to translate 
practical experience into an apt academic format. The mutual interest and co- 
operation between academics and practitioners so evident in the early post-war 
period has been replaced with scepticism. Sir Robin Butler (1992, p. 11) called for 
extensive and productive links between academe and the civil service. Public 
Administration can make its contribution to improving the links; a strong 
theoretical and analytical grounding for articles should not preclude contribu- 
tions from practitioners. 


Technical notes 


TABLE 1: Classifying early contributors was difficult because not all articles noted the 
institutional affiliation of the author. If the author was an academic (or student), or an official 
(local or civil servant), or an MP, then this information was given. Authors for whom no 
institutional affiliation was shown, seemed, from the subject and style of the articles, to be 
practitioners (for example, members of commissions and advisory boards). So, they were 
classified as ‘other practitioner’. 


TABLE 2: ‘Other’ includes articles about practical administration; the discipline of public 
administration; and articles about international relations that did not fit into the categories of 
comparative, policy making or central government. International relations could have been the 
equivalent of ‘EC relations’ in the early post-war period but this would have distorted the figures 
specifically on EC relations. Few articles fell into the ‘Other’ category. 


In the early post-war period, the label of ‘Public Management’ did not exist. However, articles 
about the civil service were put under ‘public management’ if ıt seemed appropriate. In general, 
articles about the civil service concentrate on personnel; that is, training, remuneration and 
unions. Personnel also covers the same topics for local government employees and the staff of 
nationalized industries and public corporations. With the Fulton Report in the late 1960s, public 
management became the focus for articles. For example, four articles in the spring edition of 
1969 comment on the report and the effects on the civil service of, for example, ‘hiving off’. 


‘Accountability’ imcludes the accountability and responsibilty of ministers, financial 
accountability and parliamentary accountability. 


Between 1945 and 1969 comparative articles (outside Europe and the US) focused on 
Westminster systems of government (for example: Canada, Australia and other commonwealth 
countries. 


TABLE 3: In the early post-war period, a ‘literature review’ 1s more accurately described as a 
book review. Typically, such articles in the main section of the journal discuss one (sometimes 
two) recent publications. 

Rhodes (1995a, table 3, p. 4) describes the research funding of articles. There were only two 
entries in the equivalent table for 1945-69, so we left it out Rhodes (1995a, table 7, p. 8) analyses 


recent ESRC funding of research in public administration. The ESRC’s predecessor, the Social 
Sclence Research Council, was not created until 1966 and equivalent information is not available. 


Before 1982 the articles in the journal did not have abstracts We coded the early articles using 
the complete text. After 1982, we used the abstract to code the articles Subject matter categories 
are not always mutually exclusive. The articles are coded by dominant subject matter. 


CHARLOTTE DARGIE AND R.A.W. RHODES 
University of Newcastle 
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PRIVATIZATION IN WESTERN EUROPE: PRESSURES, PROBLEMS AND 
PARADOXES 


Vincent Wright (ed.) 
Pinter Publishers, 1994. 227 pp. £29.50 (hard), £11.99 (paper) 


PRIVATIZATION AND REGULATORY CHANGE IN EUROPE 


Michael Moran and Tony Prosser (eds.) 
Open University Press, 1994. 168 pp. £40.00 (hard), £16.99 (paper) 


INTERNATIONAL PRIVATIZATION: STRATEGIES AND PRACTICES 


Thomas Clarke (ed.) 
Walter de Gruyter, 1994. 435 pp. DM174.00 (hard) 


Given an existing literature on privatization which comprises, even on a narrow definition 
of the term, well over one thousand books and articles, one must begin by asking whether 
further books of this kind, namely edited collections of separately authored chapters, can 
add significantly to the sum of existing knowledge. To be valuable, such books should 
ideally satisfy a number of criteria, namely: they should have something new to say about 
the theory and/or processes of privatization; they should provide new case studies; and 
they should provide a new database in order to update existing case studies. They will 
have little or no value if they consist of the cobbling together of a number of vaguely 
related chapters which rehash old issues with little or no attempt to provide an editorial 
overview. 

These three books share the distinction that they are effectively conference proceedings. 
This is unfortunate because such books are invariably less successful in meeting the above 
criteria for providing value compared to edited collections of commissioned chapters on a 
specific theme. 

Wright is a slim volume with a fairly grandiose title which suggests a review of the 
privatization experience in the seventeen countries within Western Europe. It starts well in 
that it provides a forty-three page overview by the editor. However, this is followed by 
relatively short studies of only eight countries (although Britain merits two chapters). 
There is no concluding chapter by the editor nor an index. Furthermore, the book is poorly 
referenced throughout, and even where references are plentiful, as in chapter three, the 
chapter author’s name appears twelve times, suggesting that he is providing little more 
than a summary of his previous publications. This tendency to excessive retrospection is, 
indeed, a characteristic of the book as a whole. 

While it is understandable that the primary emphasis should be upon the sale of 
industrial assets via public offers of shares, there 1s surprisingly little attention paid either 
to other forms of transfer such as trade sales and management buy-outs and, particularly 
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in the case of Britain, to the post-Thatcher ‘privatization of choice’ encompassing 
contracting out and market testing, the Citizen’s Charter initiative, the creation of 
government agencies and the private finance initiative. Furthermore, the database 
throughout the book barely reaches the current decade. Privatization is moving foward at 
an ever-increasing pace, and it is inevitably disappointing when books focus primarily on 
the 1980s. It is also somewhat surprising the book has so little to say about regulation 
which is surely encompassed by its subtitle. For much the same reason, it hardly seems 
necessary for recent books like this to dwell so much on motives for privatization, which 
not only occupy nearly five pages of the introduction but, astonishingly, seven of the 
eleven pages on economic aspects of privatization in Britain. 

While the chapter on France is, unlike most others, up to date and quite successful in 
addressing the themes mentioned in the title of the book, it nevertheless fails to provide 
any data at all, and also omits any discussion as to why the privatized companies have 
subsequently performed so badly, especially compared to those in Britain. 

On the whole, the limited experience of privatization in West Germany is much less 
interesting than what has been achieved in the East, so it is disappointing that here again 
the book concentrates on the wrong target. The chapter on Spain is notable for its lack of 
detail on individual privatizations with a database ending in 1985. Thus, overall, one gets 
the general impression that chapter authors were given too much latitude to write 
whatever they liked, and that the editor then tried, rather unconvincingly, to string it all 
together in his introduction instead of requiring the authors to stick to specific themes. 

Moran and Prosser shares this failing, albeit on a lesser scale. Like Wright, it is a slim 
volume with a title that immediately strikes one as at odds with that slimness. It is 
ambitious, setting out to explore ‘the relationship between the economic, the political and 
the constitutional in the process of privatization and marketization’ on a comparative 
basis. This sequence is somewhat at odds with the title of the series of which the text is a 
part, which is ‘law and political change’ and, overall, the constitutional and the political 
considerably outweigh the economic aspects. The concluding overview, for example, is 
mostly concerned with supra-national regulation within the European Union. 

There are nine other chapters, of which the first is an introductory overview. There is 
also an index. The overall structure is, in principle, well suited to an edited book of this 
kind, but in this case, as is immediately apparent, it leaves room for only eight fairly brief 
case studies. Three countries are covered from the West (Britain, Germany and Italy) and 
three from the East (Czechoslovakia, Hungary and Poland) from the perspective of 
privatization and (de)regulation. The other chapters cover environmental policy and 
(de)regulation, one ranging widely and the other confined to Poland. 

With only three out of a possible seventeen Western European countries covered, it is 
evident that the term ‘Europe’ in the book’s title is somewhat inaccurate. France, for 
example, is deliberately omitted, partly on the grounds that it is covered elsewhere, but 
this is somewhat at odds with the fact that the chapter on Italy is written by Sabino 
Cassesse who just happens to have written the chapter on Italy in Wright. These chapters 
are readily substitutable, although, curiously, the Moran and Prosser version has one and a 
half pages of notes and bibliography whereas the Wright version has none at all. 

The introductory chapter by the editors essentially sets the scene in terms of asking 
what Eastern countries can learn from the Western experience of privatization and 
(de)regulation. As they admit, this is primarily what can be learned from the British 
experience ~ the rest of Western Europe barely gets a mention. So far as privatization is 
concerned, this is perhaps understandable. The problem is that the privatization aspect 
does not meld smoothly with the (de)regulatory aspect. 

The introduction contains a section entitled ‘Beyond Privatization: Deregulation and 
Regulatory Reform’. Leaving aside this curious use of ‘Beyond’ since, among other things, 
deregulation in Western Europe has frequently preceded outright sales of assets, it is 
evident that (de)regulation has a life outside the scope of those industries transferred 
between public and private sectors. Thus, Moran and Prosser slip effortlessly from a 
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discussion of deregulation to a discussion of the role of the state in general and to an 
examination of this role in the context of environmental policy. 

Now an analysis of the rationale for licences to pollute is certainly of interest, but one 
may reasonably ask what it is doing in a book about privatization, especially one based 
upon the premise of learning from the British experience of privatization and 
(de)regulation. Further, the chapter on Germany is largely concerned with the degradation 
of labour markets and financial services and the chapter on Britain barely touches on its 
economic aspects. Moran and Prosser lacks a coherent rationale and would more 
accurately be described as two half books, the first on privatization and the second on 
regulatory change, which together constitute less than a whole. 

Clarke is even more ambitious in that it purports to encompass the whole world, rather 
than merely Europe. It does not, however, set out to achieve this by constructing a 
mountain of individual country studies. Of the twenty-one chapters, only nine fit this 
description, and it is, shall we say, somewhat quaint that not one single Western European 
country is covered, whereas there is coverage of Poland, East Germany, Hungary and 
Russia, not to mention South Africa and Botswana. There is even a chapter on the 
privatization of a single bank in Australia, and another on the steel industry, although this 
turns out to refer only to the European Community. 

Interestingly, the page header for chapter 6 does refer to ‘privatization in Britain’, but 
this chapter turns out to be devoted to a case study of compulsory competitive tendering 
in a local authority. Despite a commendable attempt to provide an overview in the initial 
chapters, especially that on legal techniques, and despite an interesting final chapter by the 
editor on ‘reconstructing the public sector’ which should also have appeared at the 
beginning of the book, the suspicion must remain that the uninformed reader would 
obtain a very strange idea of international privatization by reading the case studies in- 
between. An index would have been helpful. 

The one area which is generally covered well, especially taking the three books as a 
whole, is the privatization process in Eastern Europe, although all three books are rapidly 
becoming dated and the topic is covered more expansively elsewhere. In all other respects 
coverage is at best patchy and lacks overall coherence. Measured against the criteria for 
‘value’ indicated above, it is evident that neither Wright nor Moran and Prosser score at all 
well. Moreover, the latter is excessively expensive even in paperback. Clarke, at twice the 
length, has better overall coverage and the best overview chapters, but its price, translated 
into sterling, leaves little change from £80 and this is not really justified by its content. 
Since the books partly overlap, they are best seen as alternatives for a library purchase, in 
which case Clarke is the one most worthy of an at-best luke-warm recommendation. 


Peter Curwen 
Sheffield Hallam Untversity 


PRIVATIZATION AND THE WELFARE STATE: IMPLICATIONS FOR CON- 
SUMERS AND THE WORKFORCE 


Philip Moran (ed.) 
Dartmouth, 1995. 317 pp. £37.50 
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THE VOLUNTARY SECTOR, THE STATE AND SOCIAL WORK IN BRITAIN: 
THE CHARITY ORGANISATION SOCIETY/FAMILY 
WELFARE ASSOCIATION SINCE 1869 


Jane Lewis 
Edward Elgar, 1995. 200 pp. £39.95 


Privatization, in its various guises, has been an important plank m Conservative 
government attempts since the early 1980s to restructure the arrangements for delivering 
public services. As the editor of the first of these two books states, privatization ‘has not 
only changed the public sector, it has changed the face of British industry and introduced 
new ways in which former public service organizations must relate to their workforce and 
to their customers’. It is a policy which raises a number of important questions. Has 
privatization enhanced efficiency? Has it improved the quality of services? Has it 
improved the pay and conditions of employment of the workforce? Prroatization and the 
Welfare State attempts ‘to offer a balanced view of the successes and failures of 
privatization’. Reflecting the complex nature of the term, the book pursues a multi- 
disciplinary approach to its discussion of privatization, with chapters from political 
scientists, economists, public service consultants and specialists in human resource 
management. 

The book includes some useful contributions on the rationale and implications of 
privatization — including an interesting discussion of the role of the ‘brave new world’ of 
the Private Finance Initiative — but its most valuable parts are the chapters which focus on 
particular strands of the privatization phenomenon. The many-sided nature of the book’s 
subject-matter is well illustrated in the chapter on social housing, which illustrates some of 
the different forms which privatization can take. The book also includes chapters on such 
diverse areas as the National Health Service, the privatization concept in the context of the 
police service, the obstacles to privatization in the Post Office and the impact of water 
privatization on consumers and employees. It is a pity that there is no concluding chapter 
drawing together the points arising from the individual contributions, and the book 
includes no subject index. Nevertheless, this is a useful addition to the literature on an area 
with significant implications for both the structure and culture of the public sector. 

Privatization is, of course, only one manifestation of recent attempts to transform the 
delivery of public services. Another important element in such developments has been the 
encouragement of the role of the voluntary sector as a vehicle for the delivery of socal 
welfare. The voluntary sector played a major part in the provision of social services in the 
late nineteenth and early twentieth centuries. Despite the development of large-scale state 
social services in the years immediately after the Second World War, voluntary 
organizations continued to play an important role in the post-war welfare state, the 
Wolfenden Committee concluding in 1978 that the voluntary sector complemented and 
supplemented the informal and statutory sectors of welfare provision. In more recent 
years, however, the voluntary sector has come to be seen as an alternative provider of 
welfare, with such developments as the introduction of quasi-markets in the area of 
community care and the encouragement of housing associations as providers of social 
housing reflecting a greater role for voluntary organizations 

Jane Lewis's The Voluntary Sector, the State and Social Work in Britam traces the 
development of one particular voluntary organization, the Family Welfare Association, 
from its inception as the Charity Organisation Society in 1869 to the early 1990s. Her book 
not only provides a history of an important voluntary organization, but also gives a 
valuable account of the changing nature of the relationship between the voluntary sector 
and the state in the delivery of social welfare, culminating in the emergence of ‘the contract 
culture’ in the early 1990s. As the concluding chapter of this scholarly and clearly written 
study reminds us, although voluntary organizations continue to play an important role in 
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the delivery of social services, they do so in a context which is very different from that of 
the late nineteenth century. 


Tony Butcher 
Goldsmiths’ College, University of London 


PUBLIC POLICY: AN INTRODUCTION TO THE THEORY AND PRACTICE OF 
POLICY ANALYSIS 


Wayne Parsons 
Edward Elgar, 1995. 675 pp. £49.95 (cloth), £17.95 (paper) 


Rarely does a textbook excite, but this superb teaching volume proves an exception. It is 
unquestionably the most comprehensive public policy text available and, if it hasn't 
already, will surely become the standard text for British public policy courses. 

This text is long overdue. Public policy courses are generally organized around inter- 
related concepts of power and process, or aggregated mto the familiar themes of ideas, 
interests and institutions. There never has been one British focused text which has done all 
of these things. But now there is. Not only is it Ham and Hill, and Hogwood and Gunn, 
rolled into one (and with which it is bound to be compared), but it is a lot, lot more. And 
as a teaching tool it is a great deal more user friendly. 

Most importantly, it is the first comprehensive coverage of process-based policy 
analysis since Hogwood and Gunn, which by rights quickly became a standard text, but 
continued to do so even a decade after its publication by default, in the absence of 
anything to replace it. Its strength was not just that it considered the hmits to rationality, 
but that it went through in detail the practice of rational techniques. Although the 
Hogwood and Gunn text had been deliberately written so as not to date, most of us 
teaching policy analysis courses had become a little embarrassed at recommending for 
purchase a book which is by now some twelve years old as a main course text. The 
Parsons book deals with the ‘how rational is it possible to be in an incrementalist world?’ 
issues elegantly and through systematic, detailed and critical analysis. Indeed, it is rather 
more realistic about the limits of rational techniques than Hogwood and Gunn. It is, 
however, a little less comprehensive on the ‘how to do’ rational techniques than Hogwood 
and Gunn, although its coverage is generally adequate. The section on forecasting, for 
instance, is rather skimpy. However, it goes a great deal further than Hogwood and Gunn 
in analysis of issues which are often absent in the former, in the range of ideas it uses to 
analyse issues, and ın linking process issues to wider themes in which they are embedded 
Like Hogwood and Gunn, it provides a wealth of examples without getting lost or side- 
tracked in lengthy case studies, which has been the trend of some recent offerings claiming 
status as public policy texts. 

Public policy courses are generally focused, as a learning outcome, at achieving an 
understanding amongst students of the inter-relationship between ideas, power, 
organizations, and process. In undergraduate courses, not every student sees the 
connections. This text is designed to achieve this goal. Undoubtedly, many students will 
dip into sections of the book, because its length is awesome. But when they do, they will 
find it difficult to see issues (such as agenda setting) as self contained in the way in which 
some other texts imply to the reader by offering discrete chapters. Firstly, most issues are 
explained in relationship to others. Secondly, the reader is compelled to go beyond discrete 
sections by helpful cross-referencing, and the introduction of ideas which lead the reader 
into new fields. And thirdly, the book stimulates the reader to read elsewhere within its 
covers. As the cliché goes, itis difficult to put down. The level of synthesis is mature and 
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elegant to the degree that it will appeal to most subject teachers as more than simply a 
student text. 

The book 1s fully up to date as a concept with its emphasis upon the renewed 
fashionability of ideas and values as an explanation of public policy inputs, outputs and 
outcomes. This is where the book chooses to start, and in making connections to other 
concepts in policy analysis, before reviewing mainstream themes on power, decision 
analysis, and delivery analysis. 

For the reader, this book is interesting throughout, very well written, highly user 
friendly with endless figures and key ideas boxes, and is impressively comprehensive. 
Indeed, if anything, it is too comprehensive, and there is a possibility that students will 
rely too heavily upon it and use it as a substitute for reading source material. 
Undoubtedly, some undergraduates will find it too difficult in places, and if anything it 
is slightly better for postgraduate teaching. However, on balance it seems suitable for final 
year undergraduate use, where most public policy analysis courses are located. Its virtues 
are considerable. 


Justin Greenwood 
The Robert Gordon University, Aberdeen 


COMMUNITY CARE: POLICY AND PRACTICE 


Robin Means and Randall Smith 
Macmillan, 1994. 207 pp. Price not known 


This book begins with a helpful ‘guide to reading the book’ provided by the authors. The 
aim, according to Means and Smuth, ‘is to provide a context for and an overview of recent 
developments ın community care in England and Wales.’ The book is intended mainly for 
students, but also for the ‘reflective practitioner’, and it contains much of what would be 
expected of any such introduction to the subject. It enables people coming to the issues of 
community care for the first time to understand the long (and often unhappy) history of 
institutional care which preceded the recent reforms, and to locate these changes within 
the broader context of the restructuring of welfare which has characterized international 
developments. 

The authors also do justice to some of the major themes and issues which underpin 
much current debate. Thus, a chapter is given over to examining whether the reforms are 
likely to increase the voice of the consumer, and to considering the contribution of ideas 
around normalization, ordinary living and empowerment. Similarly, issues around 
collaboration between health and social services are explored, and various theoretical 
approaches to this topic are presented. 

This book can be distinguished from several other introductions which have been 
recently published by two main features. First, by linking analysis of national 
developments to specific local studies, which can shed particular ight on complex issues. 
Second, by addressing topics which are too often absent from the community care policy 
agenda. In this respect, the inclusion of a chapter on housing and community care is 
particularly welcome, and reflects the broad interests of the School for Advanced Urban 
Studies at the University of Bristol where both authors are based. The chapter starts from 
the premise that if housing is an essential element of community care, then the emphasis 
must be not only on ‘special needs’ housing, but equally on ‘much broader issues such as 
the meaning of home and the impact of general housing policies upon frail elderly and 
disabled people.’ Disappointingly, perhaps, this does not include a full examination of 
what is rapidly becoming the most significant and politically controversial issue which 
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links housing and community care — that is, the use of capital assets to pay for care in later 
life. 

A further useful addition to the book is a section on European perspectives on 
community care. Such a comparative dimension must surely be increasingly central to the 
teaching of social policy in this country. This examines developments in European 
countries through a number of lenses, and also provides a perspective on the impact of BC 
policies on community care. To date, much of this impact has been indirect and modest. 
However, Means and Smith suggest that the increasing ‘internationalization’ of the social 
policy debate will be of benefit. In particular, ‘it will enable campaigners and policy 
makers in the UK to become more aware and make use of interesting policies, practices 
and procedures in community care in other countries.’ 

All commentaries on current developments in community care have to deal with the 
quandaries of both trying to provide the most up-to-date assessment and analyses of what 
is happening, or is likely to happen, while also avoiding both premature (and possibly 
wrong) judgements, and ensuring that the book has at least a reasonable shelf life. Means 
and Smith acknowledge that writing in mid-1993 ‘it is too early in the implementation 
process to provide our own definitive assessment of achievements and failures.’ That is 
certainly true, but in outlining the implementation challenges which exist, the authors 
provide a useful framework for assessing the emerging changes. 

Overall this addition to the ‘Public Policy and Politics’ series is to be welcomed. As ever, 
the task of providing a text which appears equally to a student, professional, practitioner 
and academic readership is more or less impossible. It is not a criticism of this 
volume to say that its main value will be to a student market. It is a compliment to add 
that other readers will also find value in the ideas, material and the distinctive analysis 
which characterize the book. 


Melanie Henwood 
Nuffield Institute for Health, Leeds University 


DELIVERING WELFARE: THE GOVERNANCE OF THE SOCIAL SERVICES IN 
THE 1990s 


Tony Butcher 
Open University Press, 1995. 190 pp. £13.99 (paper) 


Sometime after the untimely dealth of Ron Brown in 1978, this reviewer was asked to 
consider working on an update of his The Management of Welfare. He concluded that the 
system was changing so rapidly that it would not be possible to produce a revision which 
did justice to the original approach. Now, twenty years after the publication of Brown’s 
book Tony Butcher has produced a worthy successor. In this new text Brown is quoted in 
various places, and some of the things he had to say about central local relations and the 
government of the health service seem now very dated. Butcher has carried out a badly 
needed but difficult task in capturing the dramatically changed character of the 
management of welfare in the 1990s. 

Butcher tackles his task by focusing upon five features which were, until the 1980s, seen 
as distinctive characteristics of the delivery of welfare policy in Britain: a bureaucratic 
structure, professional domination, accountability to the public, equity of treatment and 
self-sufficiency (meaning an absence of separated ‘providers’). He adopts an approach to 
examining change by dividing the book into two sections. The first provides a basic 
description of the delivery systems for social security, health, personal social services, 
education and housing with some attention to their earlier arrangements. The second, 
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called ‘new directions in the delivery of welfare’ emphasizes recent and continuing 
changes and discusses their implications. 

It is not easy to divide a book about a changing system in this way. It results — in 
relation to changes already planned ~ in an awkwardness of approach in places and the 
inclusion of statements which will confuse students who do not read the book carefully. 
Personally, in a book published in 1995, I would have avoided writing about Regional 
Health Authorities, Family Health Service Authorities and the two-tier local government 
systems of Scotland and Wales when I knew, as the text makes clear Butcher did, that they 
were about to disappear. 

The discussion of ‘new directions’ is, however, thorough and careful. It is certainly not 
Butcher’s fault that it is much easier to describe most of the recent innovations than to 
evaluate them. There are various points in this book where some more critical analysis 
would have been welcome. For example, ın the first half of the book there is a good 
discussion of the various efforts over the years to secure better joint working between 
services in areas like community care. Quite correctly Butcher reports that the quest for 
better co-ordination continues. What he might however have done, here or later, was 
explore how damaged central-local relations, the lack of resources for new innovations 

(particularly in housing) and the different purchaser-provider splits on each side of the 
health-social services divide have engendered new kinds of difficulties for that quest. 

It is disappointing too that the concluding section, in which Butcher revisits the five 
aspects of ‘traditional’ approaches to the delivery of welfare outlined above, 1s so short. 
More could be done, even in the absence of good evaluative research material, to explore 
the positive and negative aspects of the changes reported. More needs to be said about the 
implications of the attacks upon bureaucratic stability and professional autonomy for 
morale, and its resultant consequences for the quality of service. Butcher quotes the 
continuing high error rates in social security administration. Coming as they do from a 
workforce which has much higher educational qualifications than in the past, working in 
offices that are often much improved in quality, they raise important questions about what 
is really going on. Likewise in the more professionalized areas of the delivery of welfare, 
there is a need for questions to be asked about the erosion of trust and commitment — so 
many have (on Left and Right) chanted the ant-professionalism mantras for so long 
without regard to the peculiarly complex mixture of self-interest and altruism embodied in 
professional values. Attack one and you have to face the consequences of eroding the 
other. 

All are examples of topics this reviewer would have liked to see explored further. But 
the important thing about this book is that it brings together, in a careful and scholarly 
way, information on the changing delivery system for welfare in Britain, reporting very 
fully on the now large volume of works which provide commentaries (but seldom 
research evidence) on those changes. 


Michael Hill 
University of Newcastle 


RULES, GAMES AND COMMON-POOL RESOURCES 

Elinor Ostrom, Roy Gardner and James Walker, with Arun Agrawal, William 
Blomquist, Edella Sehlager and Shui Yan Tang 

University of Michigan Press, 1994. 369 pp. Price not known. 


Thus book falls into three principal parts, with a brief conclusion. The first, most theoretical 
third elaborates Ostrom’s much acclaimed Governing the Commons (Cambridge: Cam- 
bridge University Press 1990). A second third consists in laboratory findings discussing 
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how economics undergraduates react to commons dilemmas presented to them in 
experimental settings. The final third consists in fleld studies by the junior (‘with’) authors: 
on irrigation projects in the Third World (47 cases, principally in the Philippines, India, 
Indonesia and Nepal); on coastal fisheries (30 cases, principally in Canada, Mexico, Turkey 
and Brazil); fodder and fuelwood in six villages in Uttar Pradesh, India; and groundwater 
in three areas of Southern California. 

Despite this appearance of a hodge-podge, the book actually constitutes a successfully 
unified whole. The laboratory experiments actually address the theory. The case materials, 
inevitably illustrative rather than conclusive, nonetheless strongly suggest that those 
truths may well transcend the laboratory setting. Seams do occasionally show. But a 
common purpose and a shared theme, systematically explored, is much in evidence 
throughout. 

So what is the theme? Well, new institutionalism, in one of its many guises. To set the 
scene: Hobbes thinks that, given the logic of collective action, provision of public goods ~- 
and, by extension, protection of Ostrom’s only slightly different common-pool resources ~ 
requires some coercive external agent (government, the Mafia, whatever) to compell 
individuals to cooperate. The message of Axelrod, Taylor and the so-called ‘Folk Theorem’ 
more generally is, while that may be true in a single-shot game, in repeated commons- 
dilemma games among the same players cooperation will evolve and, having evolved, 
will prove stable. 

Ostrom situates herself between these two poles. She is not inclined to trust 
individualized coordination to emerge among isolated actors, after the fashion of Axelrod 
and Taylor; but she is not inclined to trust the coercive agencies of the state to impose 
coordinated solutions either. Instead, she explores how agents themselves might come 
together both to agree on an action plan (what each will do, conditionally upon others 
agreeing and keeping to their agreements) and to agree on joint mechanisms for 
monitoring behaviour and sanctioning deviants. By imposing ‘institutions’ (defined 
simply as ‘rules-in-use’) upon themselves in this way, actors in effect change the structure 
of the game — the payoffs and incentive structures, and thence the strategies which 
rationally ought be chosen. Ostrom’s solution is thus on the voluntarist side of Hobbes but 
on the collectivist side of Axelrod/Taylor. 

Much of the interest in the book is essentially anthropological. The ingenious solutions 
to such commons dilemmas found by Brazilian fisherfolk and Thakali irrigators and 
Pasadena water authorities will enliven public economics lectures for years to come. The 
variability of those solutions will similarly provide a continuing challenge to theorists 
trying to bring formal models more fully to terms with the real world. 

The most exciting contribution of the present book, however, lies in its experimental 
results. Communication makes a lot of difference, even in situations where theoretically it 
should make none. Groups seem to use those communication opportunities to establish 
simple sharing rules, to tongue-lash defectors and (where they are given the option) more 
often than not to establish formal fines for sanctioning defectors. The more chances you 
give groups to communicate in this way, at least where numbers of members are small, the 
more nearly the net yield the group achieves on its common-pool resources. 

How communication and trust, rule-making and reciprocity work in such settings to 
evoke more co-operation than formal game theory predicts remains, even at the end of this 
book, a surprisingly open question. (My own speculation is that formally pointless 
chattering probably serves primarily an informal social function, making people feel part 
of one and the same ‘community’ — using that overused term in a purely colloquial way - 
and what is here reported to be the ‘overuse’ of sanctions, where available, is probably 
best understood in terms of expressive and symbolic rather than narrowly instrumental 
functions: all of which is to say, the explanation probably lies more in sociology and 
psychology and small group dynamics than in anything mathematical economics can 
reasonably expect to model well ) That such strategies work, and can be used to advantage 
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by relatively small and discrete groups themselves to avoid overexploitation of common- 
pool resources, is in itself an important, policy-relevant finding. 


Robert E. Goodin 
Australian National Untversity, Canberra 


LOCAL AUTHORITIES AND REGIONAL POLICY IN THE UK 


R.M. Ball 
Paul Chapman Publishing, 1995. 196 pp. £14.95 


CENTRAL-LOCAL GOVERNMENT RELATIONS IN THE 1980s 


Paul Carmichael 
Avebury, 1995. 357 pp. £39.95 


These two books ought and do tell us something about intergovernmental relations in 
Britain in the eighties and nineties. Yet in their way they tell us less than they promise in 
the case of one, and tell us more about something else in the case of the other. Yet both 
books come to the same conclusion — that locality matters, and that British local 
governments, despite all the cries about loss of power and over-centralization, still retain 
considerable discretion in financial and policy terms. 

Despite Ball’s book title, it is really the sub-title which reveals the focus of much of what 
this interesting book ~ attitudes, representations and the local economy - is about. In 
essence, the book is about place marketing, but place marketing in a specific context — 
namely the 1992 Assisted Areas Map Review exercise. 

As most readers will be aware, regional policy has largely been off the agenda roughly 
ever since Mrs Thatcher came to power in 1979, though the Labour Party had earlier 
already begun to shift the policy agenda from regional imbalance towards a greater 
emphasis on the problems of the inner cities. But regional economic imbalances neither 
simply fade away nor can they be ignored without governments incurring some electoral 
peril. So whilst under the Labour governments of the middle and late seventies the map of 
assisted areas had grown to cover much of the United Kingdom and Northern Ireland, 
Mrs Thatcher and successive governments have sought to push back the assisted areas’ 
boundaries through periodic reviews and policy shifts. 1992 was the last such occasion 
and Ball has taken the opportunity to review the submissions made by local authorities at 
that time in order to examine the different ways ın which those applying for assisted area 
status do so The analysis of submissions is supported by more detailed study of a limited 
number of cases, designed both to flesh out the overall picture and to assist the process of 
explanation. 

Reviews of this kind, however marginal they may seem, provide local authorities with a 
chance to make their case for special treatment. In what many authors see as a highly 
centralized and politicized system of government, it is opportunities such as reviews of 
assisted area status, city or regional challenges, etc. which allow the local to influence the 
national ~ in this sense, locality and local politics matter. If they happen to bring some 
benefits to particular (beleaguered?) communities, then so much the better. But since such 
reviews are in effect giving exceptional treatment to specific (disadvantaged?) areas, just 
how does an area make a case for being exceptional? Furthermore, for how long does one 
wish to be treated as an exceptional case? And, if a locality has already been treated 
exceptionally, how does it maintain that position? 

Some areas, the North East and Merseyside for example, have a long history as assisted 
areas. Other areas have received recognition more recently - Clywd for example — whilst 
some people would find it difficult to conceive of places such as the Isle of Wight or 
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Brighton as really requiring assistance. One of Ball’s insightful contributions lies in his 
analysis of the Southern cases for recognition as assisted area status, especially the way in 
which some areas, such as Hastings and Brighton are fearful that owning up to current 
high unemployment rates might detract from their image as prosperous towns or 
localities. Still others, such as Portsmouth and other defence-related areas, made much of 
the disadvantages accruing to their localities of the so-called peace dividend. After years of 
reaping the defence dividend, places like Portsmouth, Preston and Plymouth inter alia, face 
considerable restructuring problems, which, whilst assisted area status ought help 
alleviate, ın effect require greater assistance than assisted area recognition is likely to bring. 

Other authorities might be playing a deeper game — as in the case of those who used to 
believe that bidding for assisted area status might help their case with Brussels and 
perhaps help win access to the structural funds. And indeed, as Ball reveals, some did win 
in this game, even if they were not offered assisted area status. 

So Ball’s book brings out the politics of difference imphed in the very idea of local 
government. It also highlights the importance of the paid officials who dominate the 
preparation of such bids and whose expertise is heavily relied upon in putting them 
forward. 

Both these themes can be found in Carmichael’s book, the empirical focus of which is 
the different ways in which Liverpool and Glasgow attempted to deal with the fiscal and 
political crisis which local government as a whole faced in the eighties. 

The 1980s were a fascinating period for anybody involved in either the academic study 
of central-local relations in Britain or in its practical day-to-day expression. The academics 
had it easier — not for them the task of anticipating the government’s next move in its 
attempts to limit local taxing and spending. Nevertheless, the developments came so thick 
and fast that even academic hindsight — sorry theory — had a difficult job keeping up with 
what was happening. And academic research did feed the normative and political debates 
of the time. Carmichael captures something of this rapid change in his discussion of 
theories of intergovernmental relations — essentially he is a Rhodes’ disciple — and in his 
brief encapsulation of the events and policies themselves. These two chapters are worth 
reading by themselves and would provide most students with a rapid and coherent 
introduction to what all the fuss was and is about. Jim Bulpitt might complain that his 
dual polity thesis has been taken over by Peter Saunders in the theory chapter — but 
Saunders cannot complain too loudly that his own dual- state theory has largely fallen by 
the wayside. And public choice theories mught feel short-changed, given their impact on 
the policies which government eventually adopted. 

These are minor criticisms, however. Two key chapters deal with the cases of Liverpool 
and Glasgow. Both are well known and have been covered in the literature before, as 
Carmichael’s references reveal. Liverpool in the Militant years contributed to the downfall 
of Patrick Jenkin, that loyal minister who served Mrs Thatcher well in steering through the 
abolition of the GLC and metropolitan counties, only to receive the ultimate reward — loss 
of office and kicked upstairs to the House of Lords. Confrontation — brinkmanship in 
Midwinter/Carmichael terms ~ is what steered the Liverpool strategy, not without its 
successes, but ultimately resulting in failure. By contrast Glasgow adopted a more co- 
operative strategy in its dealings with the Scottish Office, not always successfully in 
budgetary terms (it was still capped), but still able to achieve some regeneration of its city 
centre ~ the Glasgow’s Miles Better campaign remains one of the better ones from the 
eighties. 

Carmichael adds little to what we already know about both cases, which 1s a pity. He 
tells the stories well enough, pulling the sources together, but one would have hoped for a 
little more additional material beyond the odd interview or letter quote. Nor does he add 
much to our theoretical understanding of the process of IGR in the United Kingdom, 
though that may owe as much to the weakness of the Rhodes’ inter-organizational 
theory/policy community/policy network framework for analysis than to limitations on 
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Carmichael’s part. Ten years ago this reviewer in partnership with Ed Page wrote that the 
Liverpool case ‘specifically revealed ... the great difficulty experienced by the centre in 
dealing with detailed problems posed by one recalcitrant authority, albeit one with some 
of the worst sets of economic and social problems in the country’. Carmichael’s conclusion 
that the Liverpool and Glasgow cases demonstrate the discretion which local authorities 
have in determining both fiscal and policy matters is not all that different. What is 
different is that the environment within which that discretion is exercised has changed, as 
has the process by which it operates. Carmichael’s almost throwaway comment that 
privatization, competitive tendering and deregulation - what he refers to as the 
government’s second line strategy — had been more successful that its attempts to control 
taxing and spending by local authorities is something he might have given further 
consideration. The move from producer to enabler and from being largely the sole 
provider of local services to being one of many is a more important change in the nature of 
British local government than was the long, exhausting and probably pointless battle 
which ended in the poll tax fiasco. Lady Thatcher now knows that: us academics are going 
to need some new models to explain it all. . 


Mike Goldsmith 
Salford University 


LOCAL GOVERNMENT IN SCOTLAND 


Arthur Midwinter 
Macmillan Press, 1995. 173 pp. £10.99 (paper), 37.50 (hard) 


Too often the distinctive features of Scottish local government are submerged in texts on 
British local government which focus almost exclusively on England. Arthur Midwinter 
has played a major role in increasing our awareness about the uniqueness of local 
government north of the border. This particular offering defends what Midwinter calls the 
‘classical’ model of local government, namely municipal service provision in a local 
democratic context. Fanciful ideas from either the left or the right are given scant respect; 
the underlying sentiment is a plague on both therr houses. This book is both a policy 
critique of recent reforms and a ‘personal statement’ abaut the role and scope of local 
government. Midwinter’s own predilections are clear: ‘Despite the welter of rhetoric, the 
Image of radical reform, the language of the new public management, the glitz of 
marketing and public relations, the central role of the local authority remains ~ municipal 
provision of services’ (p. 131). Readers searching for radical solutions to the problems of 
contemporary local government will have to look elsewhere. 

The core of the book examines recent changes in the structure, finance and staffing of 
Scottish local government Its sub-title ‘reform or decline?’ reflects Midwinter’s concern 
that the downside of the Conservative strategy to promote efficiency and consumer choice 
has been a diminution of organizational efficiency and political choice. From the outset ıt 
is clear from whence the author is coming: The Conservative government’s approach to 
local government is at best a negative and distrustful one’ (p. 1). The book is particularly 
fascinating in charting Scottish local authority/Scottish Office relationships and the oft- 
cited informality of such relations is challenged. Midwinter argues that while informality 
characterizes many of the administrative procedures it has minimal impact on politically 
driven initiatives. This material is a useful corrective for those who see central-local 
relations purely in English local authority/Whitehall terms. Rather more by way of hard 
data on, for example, the take-up of CCT in Scotland and the number of opted out schools 
would have enhanced the end product. Scotland is different: more detailed evidence of its 
uniqueness would have been helpful. Midwinter argues that the practice of ‘the enabling 
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authority model falls far short of the political rhetoric which underpins iť (p. 85). 
Empirical evidence would have enabled the reader to test this assertion. Maps would also 
have been useful to illustrate the much discussed organizational structures. The author 
talks of ‘the government’s new map’ but readers who are not specialists on Scottish local 
government will be none the wiser. At the very least an appendix delineating details of the 
new system is 

Midwinter is too dismissive of the concept of an active citizenry, the platform from 
which many contemporary reform proposals spring. No reference is made to Strathclyde 
Regional Council's referendum on water in 1994 in which some 71.5 per cent of the 
region’s electorate voted. Given a chance perhaps a more active citizenry is not beyond the 
realms of possibility. It is certainly far more evident in other parts of Europe and North 
America. Radical change, however, is not part of Midwinter’s agenda. 

While this book is interesting it is, at times, frustrating. The limited amount of detailed 
empirical material; the absence of discussion on local pressure groups and party 
organizations; the lack of graphics (particularly maps) all produce some frustration. For 
this reviewer, however, most frustrating of all was that Midwinter could have spent more 
time developing his agruments. Discussion sometimes appeared to be a little rushed. 
Some of the author’s assertions would have carried greater weight if they had been 
accompanied by more detailed analysis. For example, a statement like ‘In determining the 
new power structure, it is clear that the interests of the Conservative Party were 
paramount considerations’ (p. 109) requires rather more by way of discussion than the 
book affords. It is ironic that in the 1995 shadow elections to the new authorities, the 
Conservatives failed to win control of a single council in Scotland. Despite its frustrations, 
however, this is a book to be recommended. If a second edition emerges the author should 
be encouraged to spend time further developing analysis. He should also include more 
detail of the service delivery he so clearly admires. But who knows, by then the world of 
Scottish local government might have changed yet again! 


David Wilson 
De Montfort University, Leicester 


LOCAL GOVERNMENT IN EASTERN EUROPE: ESTABLISHING 
DEMOCRACIES AT THE GRASSROOTS 


Andrew Coulson (ed.) 
Edward Elgar, 1995. 291 pp. £49.95 


The collapse of Communism in Eastern Europe between June and December 1989 was as 
unforeseen as it was sudden, yet in some countries some of the foundations for democratic 
regimes had been established already. The process of transformation from Communist 
one-party rule to multi-party democracy was therefore less traumatic there than for other 
countries where no such ground-work has been laid. It was especially difficult in the 
former Czechoslovakia because the rigid Communist system which was imposed after the 
suppression of the ‘Prague Spring’ in August 1968 had inhibited the development of even 
the most rudimentary pluralistic institutions or processes. 

This volume of essays on the development of local government since 1989 is presented 
by Western scholars, sometimes working with colleagues from Eastern Europe. It offers a 
preliminary account of the establishment and development of local councils since 1989 and 
indicates the extent both of the opportunities opened up for them and the problems which 
the new authorities must deal with 

Revolutions cannot succeed unless they come to terms with the past. In some countries, 
developments had occurred before 1989 which eased the process or transformation. Thus 
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Poland had developed a system of administrative law during the 1980s, beginning with 
the establishment of the High Administrative Court in 1982 as a result of the negotiations 
between the Jaruszelski regime and the Solidarity trade union. It was supplemented by the 
creation of the Constitutional Tribunal in 1986 and the appointment of an ombudsman in 
1987. In consequence, mechanisms for arbitrating between the government and local 
authorities were already in place. Again, Hungary had enjoyed a relatively pluralist 
economic and political system for many years before Communism collapsed, which eased 
the establishment of competing political parties and a market economy. Czechoslovakia, 
by contrast, had none of these advantages. However, most of the new regimes could call 
upon a common legal inheritance from the European Roman law tradition, although a 
common problem has been the need to make use of officials who rose to power under 
Communism and who must be retrained and reoriented to cope with the different 
standards and demands required of bureaucrats working in democracies. 

The essays are presented in two sections. Part I follows a useful account by the Editor of 
the inheritance bequeathed by the Communist period. It contains studies of the 
development of local government in nine Central and Eastern European countries. 
These studies are short and descriptive rather than analytical but they indicate common 
issues with which all the new national and local governments have had to deal. These 
include determining whether the Mayor should be elected by the council or directly by the 
people of the community; what electoral systems should be used — usually a variant of 
proportional representation - and the basis of local taxation. Another major issue is 
ensuring that local authorities are not unduly dependent on subventions from the national 
Exchequer which might threaten their independence. 

One point of special interest to British observers is that the new regimes have opted for 
large numbers of basic local governments, many of them very small, which are related to 
historic or traditional communities. There is none of the urge towards uniformity or large, 
supposedly efficient units which preoccupies British local government reformers. The 
inefficiencies that arise are dealt with through co-operation in the provision of services and 
by co-operation and inter-authority contracts. Also, supervisory county and regional level 
agencies are established, either in the form of elected councils or officials appointed from 
the centre along the lines of the French prefects. However, politicians and officials have to 
learn to manage inter-authority conflicts. 

Other scars have been left by Communism. After forty or so years of one-party control, 
people find it hard to believe that they can exercise meaningful control over their 
governors. In consequence, electoral turnout tends to be low. Party systems are often 
fragmented and unstable, based on specific interests or individual personalities. Also, the 
economic and social uncertamties and hardships of the 1990s have caused a rise in the 
popularity of reform Communist parties as hard pressed people seek to return to the 
security of at least some of the old certainties. 

The second and shorter part of the book discusses several of these issues and others, 
including obstacles to effective popular participation, economic development finance and 
power structures in the local governments of the new democracies. The last chapter, ‘What 
East European Democracies might learn from the West’, has been contributed by that 
pioneer and doyen of comparative local government studies, Dr. Alan Norton. He has 
much of value to teach, mainly in the context of European rather than Anglo-Saxon 
democratic public administration. 

This is a useful guide to local government in the new Eastern Europe. It is concise and 
well written but it is descriptive rather than analytical. However, comparative local 
government is never going to be a popular subject of study ae long as it is necessary to 
charge almost £50 for a modest 280 page book. 


Howard Elcock 
University of Northumbria at Newcastle 


© Blackwell Publishers Ltd 1996 


r t. z - 
-A 


ag r*a et 1 
Pad v7 + 
Y 4 


Ny 
«JOTES FOR CONTRIBUTORS 
lease send two copies of your article to the editor: 


R. A. W. Rhodes 

Department of Politics, University of Newcastle, 
Newcastle Upon Tyne NE] 7RU 

Telephone and Fax 0191 222 5288. 


tach copy should include (on a separate covering sheet) the number of words and the 
author’s name, title, current address and telephone number(s). 
ost contributions to the journal fall into one of four categories. MAJOR ARTICLES 
hould not exceed 8,000 words and should begin with an abstract of not more than 150 
vords. Articles for COMPARATIVE AND INTERNATIONAL ADMINISTRATION also should not 
«xceed 8,000 words and should begin with an abstract of 150 words. PUBLIC MANAGE- 
AENT section papers should not normally exceed 3,000 words, and no abstract is required. 
-ontributions from practitioners are particularly welcome here. The occasional NOTES 
«ND SURVEYS section is intended for reports of research, items on more specialized topics, 
stc. They should not exceed 2,000 words. 

Manuscripts not accepted for publication are not normally returned unless specifically 
‘equested. Manuscripts will be sent to referees for comment. In all cases the editors’ 
Kecision will be final. 

Correspondence relating to previously published material is encouraged as long as its 
wrincipal aim is to improve accuracy and/or refine or refute an argument. 

Submission of an article is taken to imply that it has not been published elsewhere, nor 
«s being considered for publication elsewhere. Authors of articles accepted for publication 
‘vill be asked to assign their copyright, on certain conditions, to Blackwell Publishers Ltd., 
© help protect their material. Authors should, where necessary, obtain permission to use 
copyright material in their articles. 

Proofs may be read and printer’s errors corrected by authors provided they give an 
address at which they can be reached without delay, and post corrected proofs, by first 
‘lass mail or air mail, within five days of receiving them. With rare exceptions, printer’s 
rors only will be altered. Certainly, extensive alterations to articles cannot be accepted, 
Frid authors are asked to ensure that their manuscript is in final form before it goes to the 
orinter. 

First-named authors receive 25 free offprints and two complimentary copies of the 
«ssue. Additional offprints may be purchased (details are sent with proofs). Other authors 
‘eceive two complimentary copies of the issue in which their article appears. (Multiple 
authors may receive only one copy each.) 

Style guidelines are available on request. All submissions must be double spaced on one 
side of paper. Bibliographic references should follow the Harvard System, and footnotes 
«hould be avoided. Contributors must adopt the house style for their manuscripts. Many 

jueries can be answered by consulting standard texts such as: Hart's Rules for Compositers 
wnd Readers and The Oxford Dictionary for Writers and Editors (both Oxford University 


apse). 


Transforming social security benefits administration for the twenty-first century: 
towards one-stop services and the client group principle? 
Christine Bellamy 159 





Varieties of new institutionalism: a critical appraisal? 
Vivien Lowndes 181 


The Local Goverment Commission: examining the consultative process + 
David J. Wilson 199 


‘Rational’ social regulation and compliance cost assessment 
Julie Froud and Anthony Ogus 221 


Towards a better public law? 
lan Cram and John Bell 239 


Environmental administration in six European states: secular convergence or 
national distinctiveness? 





Albert Weale, Geoffrey Pridham, Andrea Willams and Martin Porter 255 

The French presidency: conceptualizing presidential power in the Fifth Republic m 

Robert Elgie 275 

Centralization, decentralization and the European Union: the dynamics of triadic 

relationships 

Peter John 293 

Management in the public sector: a content analysis of Journals 

Kieron Walsh, Vivien Lowndes, Kathryn Riley and Jackle Woollam 315 
e 


9@33-3296(199622074:2.1-0 


Pnnted and bound in Great Briain by Page Brothers, Norwich. ISSN 0033-3298 


CAN 
V0 
Autumn 1996 . Vol 74 Number 3 
a oe ee eee eee 
Reinventing local government? Some evidence assessed 
Ken Young 


‘The inexorable-rise in the UK NHS drugs bill: recent policies, future prospects 
’ ‘Alan Earl-Slater and Colin Bradley 


Privatization as industrial policy: state withdrawal from the British motor industry 
Andrew M. McLaughlin and William A. Maloney < 





Reinventing the American federal government: reform redux or real change? 
g Patricia W. Ingraham 


-Public 
Administration 


— an international quarterly — 





PUBLISHED BY BLACKWELL PUBLISHERS 
Formerly the journal of the Royal Institute of Public Administration 


HONORARY EDITORS 


R. A. W. RHODES 
University of Newcastle 


ASSOCIATE EDITOR 


W. L JENKINS (Pubic Management) 
Univernty of Kent 


EDITORIAL ADVISORY BOARD 


JOHN BOURN 
National Audit Office 


ALAN CLAISSE 
Université de Pans 


GEOFFREY K. FRY 
University of Leeds 


KEITH HARTLEY 
University of York 
GRANT JORDAN 
University of Aberdeen 
MICHAEL LYONS 
Birmingham City Council 


JOURNAL MANAGER 
JEAN FROSTICK 


SUBSCRIPTION RATES 1996 


Public Adminstration is published four tomes a year 
m Spring, Summer, Autumn and Winter 
Individuals: £60.00 (UK/Europe) £7900 (Rest of 
World) US$125 00 (N America) 

Institutions £118.00 (UK/Europe) £140 00 (Rest of 
World) US$225.00 (N America) (Canadian custom- 
ers/residents please add 7% for GST). 


Informaton for subscribers: New orders and sample 
copy requests should be addressed to the Journals 
Marketing Manager at the publisher’s address above 
(or by email to mlsamples@blackwellpubhshers co uk, 
quoting the name of the journal). Renewals, claims and 
all other correspondence relating to subscnptions 
should be addressed to Blackwell Pubhshers Journals, 
PO Box 805, 108 Cowley Road, Oxford OX4 1FH, UK 
(tel +44(0)1865 244083, fax: +44(0)1865 381381 or 
emaul: j hshers co uk) Cheques 
should be made payable to Blackwell Publishers Ltd. 
Back issues Single issues from the current and 
previous three volumes are available from Marston 
Book Services at the current single issue price. Earher 
issues may be obtamed from Swets & , Back 
Sets, Heereweg 347, PO Box 810, 2160 SZ Lisse, 
Holland. 

Microform. The journal 1s available on microfilm 
(16mm or 35mm) or 105mm microfiche from the 
Senals Acquisitions Department, University Micro- 
films Inc, 300 North Zeeb Road, Ann Arbor, MI 48106, 
USA 


STATEMENT OF PURPOSE 


The Journal arms to publish articles which will 
stimulate both scholarly and practitioner interest in 
public admunistration, public management and the 
pohcy-making process The editors wish to encou- 
rage critical analysis of topics of potentially broad 
interest Manuscripts solely or pnmanly concerned 
with the detailed description of particular admmus- 
trative practices or specific organizations will not 
normally be accepted. Historical studies will be 
accepted only if they satisfy the two cntena of 
analytical rigour and broad current interest. 


ELIZABETH MEEHAN 

Queens University, Belfast 

JOHN NETHERCOTE 

Insitute of Public Adminstration of Australia 


EDWARD PAGE 
University of Hull 


A. W. RUSSELL 
HM Customs and Exase 


ALAN WARE 
Worcester College, Oxford 


GERALD WISTOW 
Nuffield Insttute for Health, Leeds 


This journal 1s prmted on acid-free paper 
Copynght All rights reserved Apart from fair dealing 
for the purposes of research or private study, or 
criticism or review, as permitted under the Copyright, 
Designs and Patents Act 1988, this publication may not 
be reproduced, stored or transmitted m any form or by 
any means without the prior permisaion m writing of 
the publisher, or m the case of reprographic reproduc- 
bon m accordance with the terms of licences issued by 
the Copynght Licensing Agency or the Copynght 
Clearance Center 

Public. Adminstration 18 mdexed m Poltheal Science 
Abstracts, Soctal Sciences Index, Reference Sources and 
Anbar Abstracts 

US Mailing: Periodicals postage paid at Rahway, New 
Jersey Postmaster. send address corrections to Public 
Admumstration, c/o Mercury Arrfreight International 
Ltd Inc, 2323 E-F Randolph Avenue, Avenel, NJ 07001, 
USA (US mafhng agent). 

Advertising For details contact Ludo Craddock, 15 
Henry Road, Oxford, OX2 0DG, UK (Tel 01865 722964 
Fax 01865 790740) or write to the Publisher. 


Books for review R A W Rhodes, Department of 
Pohtcs, Univermty of Newcastle, Newcastle Upon 
Tyne NE1 7RU 


© Blackwell Pubhshers Ltd. 


- w 


D 


+ 


NOI 


En 
Ei 


CONTENTS 


ARTICLES 


Reinventing local government? Some evidence assessed 
KEN YOUNG 347 


Economic discourse and the market: the case of community care 
NEIL LUNT, RUSSELL MANNION AND PETER SMITH 369 


The inexorable rise in the UK NHS drugs bill: recent policies, future 
prospects ; 
ALAN EARL-SLATER AND COLIN BRADLEY 393 


The changing territorial operating code of the United Kingdom: 
evidence from Northern Ireland 
PAUL CARMICHAEL 413 


Privatization as industrial policy: state withdrawal from the British 
motor industry 


ANDREW M. McLAUGHLIN AND WILLIAM A. MALONEY 435 
COMPARATIVE AND INTERNATIONAL 
ADMINISTRATION 

Reinventing the American federal government: reform redux or real 
change? 

PATRICIA W. INGRAHAM 453 


Modelling bureaucracy: the case of the Australian federal budget sector 
1982-1992 
BRIAN DOLLERY AND PETER HAMBURGER 477 


Public | 
Administrati 


— an international quarterly — 


PUBLISHED BY BLACKWELL PUBLISHERS 
Formerty the journal of the Royal Institute of Public Administration 





AUTUMN 1996 VOLUME 74 


$ 


Rapid rural appraisal: its use and value for health planners and 
managers 
SUSAN B. RIFKIN 


PUBLIC MANAGEMENT 


Resource accounting and budgeting: the New Zealand experience 
JUNE PALLOT AND IAN BALL 


REVIEWS 


R. A. W. Rhodes and Patrick Dunleavy, Prime Minister, Cabinet and 
core executive 

GRANT JORDAN 

Robert Pyper, The British civil service 

PETER BARBERIS 

Lucy Gaster, Quality in public services 

Christopher Pollitt and Geert Bouckaert (eds.), Quality improvement 
in European public services: concepts, cases and commentary 
ANDREW GRAY 

Larry D. Terry, Leadership of public bureaucracies 

KEVIN THEAKSTON 

David Marsh and Gerry Stoker, Theory and methods of political science 
PAUL WHITELEY 

Richard Gordon, Judicial review: law and procedure 

STEPHEN CRAGG 

D: Judge, G. Stoker and H. Wolman (eds.), Theories of urban politics 
DAVID WILSON 

Mark Bovens and Paul ‘tHart, Understanding policy fiascos 

PAT GRAY `’ 


Howard Glennerster, British social poy since 1945 
RODNEY LOWE 


Paul Pierson, Dismantling the welfare state? Reagan, Thatcher and 
the politics of retrenchment 


DAVID DOLOWITZ 


Patricia Wallace Ingraham, The foundation of merit: public service in 
American 
LINDA M. DELEON 


527 


554 


wae 


rw 


r e 


"A 
~ 
a 
. 


Urlan A. Wannop, The regional imperative: regional planning and 
governance in Britain, Europe and the United States 
PATSY HEALY 


Robert M. Stein and Kenneth N. Bickers, Perpetuating the pork barrel: 
policy subsystems and American democracy 

MARTIN J. SMITH 

J. E. Hodgetts, From arm's length to hands-on: the formative years of 
Ontario's public service 1867-1940 

G. Bruce Doern, The road to better public services: progress and 
constraints in five Canadian federal agencies 

LIONEL D. FELDMAN 


Patrick Le Galés and Mark Thatcher (eds.), Les réseaux de politique 
publique: débat autour des policy networks 

ROSARIE E. McCARTHY 

Paul Heywood, The government and politics of Spain 

JEAN GRUGEL 

Stephen Padgett (ed.), Adenauer to Kohl: the development of the German 
chancellorship 

THOMAS DIEZ 

Robert Elgie, Political leadership in liberal democracies 

R. A. W. RHODES 


557 


560 


561 


563 


REINVENTING LOCAL GOVERNMENT? SOME 
EVIDENCE ASSESSED 


KEN YOUNG 


Osborne and Gaebler’s Reinventing Government offers a powerful image of a revolution 
in government. This article explores some of the assumptions of that seminal work as 
they relate to the nature of the change process. Parallels are drawn with the debate on 
the nineteenth-century revolution in government, and Osborne and Gaebler’s work is 
judged unlikely to survive the critical perspective of history. Their work may 
nonetheless be taken as providing a research agenda for the study of the recent 
extensive changes in British local government. To this end, the findings of the two 
major surveys of organizational change conducted by the Local Government 
Management Board are examined to see if such a revolution is indeed occurring. 
The conclusion is drawn that some, but by no means all, of Osborne and Gaebler’s 
propositions are supported by this evidence, although their account of how change has 
come about is rejected. 


‘Small men throw long shadows’, according to a well-known Eastern proverb, 
‘only when the sun is setting’. We might extend it further to say that small ideas 
throw long shadows only when the central driving ideas of an epoch have lost 
their momentum and their conviction. Small ideas aspire to walk tall and talk 
big, the better to attract attention. ‘Excellence’— and its ‘pursuit/— was one such 
idea, for in the Peters and Waterman (1982) version it promised the key to a new 
era of management, only to reveal itself at the distance of a very few years as 
ringingly empty. ‘Reinventing Government’ has already displaced the pursuit of 
excellence, bringing into the midstream of discussion a similar vivid imagery 
and twitching freneticism - ‘the millenium approaches, and change is all 
around us’ (Osborne and Gaebler 1992). It shares with In Search of Excellence a 
readiness to discount the practice and wisdom of the past as mere obstacles to 
reform. 

Indeed, the breathless term ‘reinventing’ has already become as debased as 
the previous fashion for ‘excellence’. Government is reinvented; but a quick scan 


Ken Young is Vice Principal and Professor of Politics at Queen Mary and Westfield College, 
University of London. 


Public Admmistration Vol. 74 Autumn 1996 (347-367) 
© Blackwell Publishers Ltd. 1996, 108 Cowley Road, Oxford OX4 1JF, UK and 238 Main Street, 
Cambridge, MA 02142, USA. 


348 KEN YOUNG 


of the more widely used CD-ROM databases shows the term to be unhesitatingly 
applied to ‘socialism’, ‘anarchy’, ‘civil society’, ‘rationalism’ and ‘revolution’. 
Equally, if less grandly, recent listed titles couple reinventing to ‘the 
organization’ (in actuality the BBC), ‘contracts’, “women in British cinema’ and 
- startlingly — the Bulgarian secret police. It might be thought that we lack any 
concept of development, reconsideration or adaptation, and that with us all 
change is discontinuous and transformational. Moreover, this new synonym for 
purposive change threatens to overwhelm our capacity for judgement with its 
implication that reinvention is ipso facto to be applauded. It would be well to 
remember that the jibe ‘reinventing the wheel’ connotes the hubris of restless, 
uncritical and fruitless innovation. 

If Reinventing Government offered no more than a clichéd synonym for change, 
it would not deserve even the modest attention of this discussion. But it claims 
to offer in addition a motivating image of a revolution in government. As a 
programme of reform, it has had some success in its adoption by the Clinton/ 
Gore administration. As a slogan it lends that programme a sense of direction 
and a goal - entrepreneurial government. Given Osborne and Gaebler’s 
repeated references to ‘America’s perestroika’, it may not be too fanciful to see 
Reinventing Government as a competitive bid to establish intellectual leadership 
in the realm of ideas about the governmental process under the new world 
order. 

The particular changes covered by that catch-all term ‘entrepreneurship’ are 
various. Osborne and Gaebler spell them out as a set of linked approaches: 
government which steers social provision, rather than providing service itself; 
which empowers people rather than merely serving them; which operates under 
the disciplines of competition; which is mission, rather than rule-driven; which is 
results-orientated, stressing the outcomes from, rather than inputs to, the policy 
process; which is oriented to the needs of the customer; which is concerned to 
generate money rather than spend it; which is forward-looking and anticipatory; 
which operates through decentralized structures and flat hierarchies; and which 
works to ‘lever’ change through market processes. These, in summary, are the 
themes that link their book and give it its coherence and its undoubted power. 

The agenda of change is thus a long agenda, and it is no accident that 
Osborne and Gaebler’s examples illustrate specific themes rather than the 
totality of government reinvented. Whether they have accurately described the 
changes occurring in American public services during the last decade is by no 
means certain; there are claims that their book is riddled with misreadings, 
misjudgements and premature celebrations of the success of actual projects. The 
purpose of this article is to use Osborne and Gaebler’s framework to review 
some hard evidence about change in British local government; evidence as to 
the nature of change, its pace and direction, and the forces bringing it about. But 
it is first worth standing back to take a broader view of some of the underlying 
premises of this influential book. 
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CHANGE DRIVERS VS. ‘THE SPIRIT OF THE AGE’ 


Reinventing Government contains an implicit theory about the nature and origins 
of change itself. Yet, for a book so preoccupied with change, it is remarkably 
reticent about its basic premises. In fact, its core supposition — that ideas by and 
in themselves are transformational — has already been well aired in studies of the 
development of government. And not just well-aired, but challenged, rebutted 
and transcended. Indeed, students of British government will be familiar with 
an earlier ‘revolution’ — the growth of agency-centred government intervention 
in the latter parts of the nineteenth century (Cromwell 1966; Perkin 1981). 
Osborne and Gaebler themselves acknowledge this parallel, for they point to 
the earlier ‘reinvention’ of US government during the Progressive era and the 
New Deal (Osborne and Gaebler; 1992 p. xvi). 

While there was indeed a transformation of British government in the late 
nineteenth century, to describe it as a ‘reinvention’ would have been to take 
sides in an intense historiographical dispute. That dispute is worth 
revisiting now if only because the mode of government which is now 
being ‘disinvented’ was the characteristic construction of the modern 
welfare state — government that unashamedly ‘rows’ rather than ‘steers’ — 
and as such has its origins in the nineteenth-century administrative 
revolution. 

On revisiting that debate it becomes immediately apparent that the 
contributions made by the idealist school of historical interpretation parallel 
the present claim that an ‘entrepreneurial spirit is transforming the public 
sector’ — and were equally open to objection. The best-known of the idealist 
interpretations is embodied in Dicey’s Law and Public Opinion, in which a rising 
collectivist ethos was seen as bringing about a transformation in the nature of 
the state (Dicey 1905). Later, particular attention was paid to the thinkers who 
shaped the spirit of the age, most notably Bentham and those of his followers 
(among whom Chadwick was pre-eminent) who sought to translate thought 
into action. 

This kind of administrative history tends to stress the individual, and to rely 
on biography and autobiography. Equally, it concedes (just as Osborne and 
Gaebler claim) that a transformation in government can be brought about by 
thousands of petty administrators moved by the power of an idea whose time 
has come. It is a history of heroes. The removal of social evils: 


required considerable effort and determination on the part of men (even if 
only obscure men) who realised that it was worth making a conscious effort 
to control events. And in this enterprise many of them were assisted, 
whether they knew it or not, by Benthamism... (Hart 1965, p. 61). 


Indeed, ‘while many officials who were responsible for administrative and 
other changes had probably never heard of Bentham, much less read his work’, 
nevertheless ‘ideas can influence people who are not conscious of their origin’ 


(Hart 1965, p. 45). 
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The parallels of expression are striking. And underlying these judgements 
was a distinct perspective which sees historical events as expressive of ‘the life 
of mind itself’ — creative, constructive and self-determining: 


The processes of nature can... be described as a sequence of mere events, 
but those of history cannot. They are not processes of mere events but 
processes of action, which have an inner side, consisting of processes of 
thought; and what the historian is looking for is these processes of thought. 
All history is the history of thought (Collingwood 1946, p. 215). 


Volumes have been expended on the exposition of this the most uncompro- 
mising of Collingwood’s famous dicta (Gardiner 1978, 1974; see also Dray 1980, 
pp. 9-26). We need do no more here than note that the notion of ‘a 
transformational entrepreneurial spirit’ conjures up the ghosts of past idealist 
historians — and pass on quickly to the contrary view of how that first revolution 
in government came about. 

The 1960s saw battle joined on this issue of the transformation of British 
administration. A series of influential papers put the contrary argument: that 
the nineteenth century revolution in government was driven not in the least by 
thought, but by ‘pressures working within society’ which set ‘an irresistible 
engine of change in motion’ - what we today would call ‘change drivers’ 
(MacDonagh 1958, 1961; Parris 1960). A particularly important analysis of the 
changes in central-local government relations between 1858 and 1871 concluded 
that ‘a priori notions’ counted for little against ‘the more impersonal forces 
which operated widely in the growth of Victorian government’ (Lambert 1962, 
p. 149). Another authoritative commentator went so far as to present the 
creation of new interventionist state agencies as an ‘unconscious’ process, 
brought about ‘in almost absence of mind’ (Roberts 1960). In part, the dynamic 
force was that of bureaucracy itself, for ‘administration may be, so to speak, 
creative and self-generating... it may gather its own momentum... it may 
reach beyond the control or comprehension of anyone in particular’ 
(MacDonagh 1958, p. 53). The history of the Local Government Act Office 
was ‘a prime instance of that force which occasioned so much state expansion — 
the self-sustaining and self-generating impulse of administration itself’ 
(Lambert 1962, p. 149). 

The symmetry between yesterday’s issues and today’s will hopefully be clear. 
The interpretation of the nineteenth century revolution in government as the 
triumph of bright ideas in the minds of men and women of goodwill was the 
dominant, indeed the sole, version in good currency for many years. We are 
now presented with an incipient twentieth century version of this revolution, in 
which entrepreneurialism stands in the place of interventionism. Is this truly a 
matter of a generation gripped by a new spirit, as Osborne and Gaebler claim, 
or is it an instance of change driven by irresistible force? 

It is one of the besetting problems of interpretation (and a reproach to the 
very idea of contemporary history) that we cannot assess the significance or 
define the provenance of such changes when we are in the midst of them, for 
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they require the perspective of subsequent, as well as antecedent, events. 
Doubtless, the centenary issue of Past and Present will be devoted to explaining 
just how the twentieth century transformation in government (if indeed there 
proves to have been one) came about, and why. 

Until then, we must do our best in terms of assessing the degree of change 
actually occurring and attempt to ascribe its immediate origins. And in that 
task, Osborne and Gaebler usefully direct our attention to two distinct issues. 
First, are the kind of changes with which they are concerned actually coming 
about in local government in Britain? Secondly, can they be accounted for 
satisfactorily in Osborne and Gaebler’s terms as a wave of new thinking, as ‘a 
voyage of discovery’? 


RECENT CHANGE IN LOCAL GOVERNMENT 


Fragmentary evidence as to the extent to which local government in Britain is 
changing abounds, and much of it addresses issues close to Osborne and 
Gaebler’s own agenda and in language evocative of their own ((see Leach, 
Walsh and Game 1993). It has brought forth comment and advocacy, evidence 
that the ‘reinventing’ thesis is now largely a familiar one (Stewart and Walsh 
1992; Ogden 1993)). There are some explicit attempts to critically address the 
claims that the UK is undergoing a process of change comparable to that 
reportedly occurring in the US (Painter 1994), and a few instances of the 
fashionable buzz-word being harnessed to other agendas for change (Hodge 
and Thompson 1994). This article is confined to presenting some evidential 
fragments drawn from the first two of a series of national surveys designed 
expressly to measure the incidence of organizational change taking place within 
local authorities. 


The LGMB surveys 

In 1992 the Local Government Management Board (LGMB) initiated a series of 
four national surveys of organizational change, addressing a number of 
questions to all local authorities in England and Wales. The first, and most 
comprehensive, of these dealt with change in corporate organization. It 
included sections covering organizational structures, the management of 
competition, strategic and performance management, and the Local Govern- 
ment Review, as well as arrangements for such relatively new arenas of action 
as the environment, Europe and economic development. Three additional 
surveys covered change in housing, education and social services. The key 
themes they addressed were drawn together in a report published by the LGMB, 
and entitled A Portrait of Change (LGMB 1993). 

The four 1992 surveys were intended to establish baselines for future surveys, 
so that the magnitude and direction of change could be finely tracked on a wide 
range of indicators. The first surveys were to that extent devoted to developing 
instruments for the future measurement of change. Considerable attention was 
given to question development, the aim being to develop indicators with face 


© Blackwell Pubbahers Lid 1996 


352 KEN YOUNG 


validity, which would also prove to be reliable measures over successive 
surveys. In an attempt to maximize the initial value of those first surveys of 
change, however, the responding authorities were asked to look back and give 
information for their authority in September 1989, as well as for the survey 
census point of September 1992. In 1994 a single survey was mounted to 
provide the first independent measures of change since the original benchmark 
study. 

The replies in both surveys were broadly representative of the four types 
of authority in England and Wales; that is to say that the findings were not 
subject to any specific response-rate bias by authority type. The pattern of 
the 1994 responses also compares very closely with the responses for 1992. 
Accurately assessing change requires the measurement of the shifts taking 
place across a common set of authorities in both years. To the first survey, 
285 local authorities replied; to the second 289. Of those numbers, just 205 
authorities replied in both years, and it is with the changing experiences of 
these 205 that this article, and the larger report on which it draws, is 
concerned (LGMB 1995). 

What credence should be given to this type of evidence? Surveys of 
organizational change enjoy the advantages of wide coverage and consistency 
of enquiry, but labour under the disadvantages of possible over-simplification. 
In each instance, a single individual takes responsibility for completing the 
questionnaire: either the chief executive him or herself, or an officer to whom 
they have delegated the task. In most areas of the study, the information sought 
was of a purely factual nature, with minimal risk of individual perceptions 
colouring the response. In other areas, the impressions of the chief executive 
were specifically sought, in respect, for example, of the impact of competition 
on the authority. Extensive cross-checks were made to identify and exclude 
logically inconsistent responses, and to check for systematic differences of 
response between questionnaires completed by chief executives personally, and 
those completed under their direction. The surveys appear to have generated 
quite robust data, given the limits of the method. 

The 1992 and 1994 LGMB surveys provide evidence on a number of the key 
issues dealt with by Osborne and Gaebler: catalytic government (or steering not 
rowing); the competitive local authority and its internal markets; mission- 
driven local government; and flexible, informal decision structures. Evidence as 
to a small selection of findings drawn from the surveys is given under each of 
these heads. 


The enabling authority: ‘steering not rowing’ 

The proposition that authorities should withdraw from direct service provision 
and concentrate on enabling others to provide is central to the concept of the 
enabling authority, first elaborated by the late Nicholas Ridley, but subsequently 
re-interpreted and developed by others within the world of local government. 
The enabling principle underlies the practice — not very widely adopted — of 
voluntarily contracting out services (VCT), but it is best illustrated by the 
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practice of withdrawing from the direct provision of social housing by 
transferring stock to housing associations under the government’s voluntary 
transfer provisions. 

The Local Government Act 1988 sought to change the role of local authorities 
in the field of housing. A follow-up circular letter from the DOE set out the 
department’s vision of a world in which local authorities ceased to be providers 
of housing, ensuring instead that ‘the needs for new housing in their areas are 
met’, However, its implication that this ‘was a wholly spontaneous, freely 
chosen outcome which had already happened’ has been described as 
‘disingenuous’, for local authorities had been strongly discouraged by 
administrative and financial pressures from pursuing their traditional path 
(Bramley 1993). Large-scale voluntary transfers were regarded as the 
touchstone of the ‘steering, not rowing’ role. Yet, by the end of 1991, only 16 
authorities, almost all of them small Conservative-controlled shire districts in 
the south of England, had transferred their housing (Mullins, Niner and 
Riseborough 1993). A close study reveals them to have been actually forced 
down this road by a combination of highly adverse HIP allocations and 
widespread exercise of their tenants’ Right to Buy (Rao 1996, pp. 67-74). 

Voluntary transfer was the subject of a series of questions in the LGMB 
surveys. The intention was to measure the shift in the housing role between 
1992 and 1994, and table 1 provides a summary. In practice, the responses 
shown in the table under-record the extent of actual transfers. This is because a 
small number of district councils which are known to have transferred their 
entire housing stock actually replied to a key filter question to the effect that 
they did not have housing responsibilities, and were thus routed away from the 
subsequent questions on voluntary transfer. These authorities appear to be 
neither ‘rowing’ nor ‘steering’, but to have let go of the tiller. 

A second key area in which local authorities have moved towards an 
enabling role is education, where the Education Reform Act 1988 required 
extensive delegation to schools under local management schemes (LMS). LEAS 
were encouraged by the Audit Commission to think through a new 
configuration of roles, and the 1992 LGMB survey showed that LEAs were 
disowning past ways of working in favour of a new style, more consistent with 


TABLE 1 Voluntary transfers of the housing stock to housing associations 


1992 1994 
% %o 
The authority has implemented or is implementing 8 14 
voluntary transfer. 
The authority is considering voluntary transfer. 30 14 
The authority is neither considering nor implementing 61 69 
voluntary transfer. 


No response. - 2 
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their reduced remit. The comparison with 1988 is shown in table 2 below, to 
which the (not strictly comparable) 1994 results have been added. 

The table appears to show a huge switch of role between 1988 and 1992, 
somewhat tempered in the following period. A number of possible 
interpretations of these shifts offer themselves. The first is that the form of 
the question — comparing the present (in 1992) with a recollected situation four 
years before — encouraged directors to overstate the break with the past when 
replying to the first survey. The second is that the 1994 respondents, not being 
the same post-holders as those answering this question in 1992, are presenting a 
different, non-comparable perspective. The third is that despite this difference 
in the source of the views expressed, and the biases induced by the incentive to 
distance oneself from the past, LEAs have indeed reconceptualized their role. On 
this interpretation, the realities behind the slogans have now worked through to 
inform the practice of education management. 


TABLE 2 The changing role of the LEA, 1988-94 


Strongly agree/agree 
1988 1992 1994 
% % % 
The LEA sees its principal role as that of. 
Traditional provider 76 20 31 
Leader/strategic manager 80 88 77 
Partner 54 95 82 
Enabler 46 93 72 
Adviser 76 95 80 


Competitive local government: ‘injecting competition into service delivery’ 
One corollary of the enabling role is the withdrawal from direct service 
provision and the management of a competitive contracting process between 
would-be providers. Osborne and Gaebler make an impassioned case for the 
benefits of competition in the delivery of public services; their advocacy is 
misplaced in the British context, where compulsory competitive tendering (CCT) 
has been progressively extended since 1981. Moreover, their particular and 
narrowly based claims can now be set alongside a wealth of evidence from 
British studies about the benefits and drawbacks of compulsory competition for 
public services (Rao and Young 1995). 

The LGMB surveys add something to this evidence, in that they record the 
views of the chief executives on the impact of competition upon their 
authorities. The 1992 report covered authorities’ experiences of CCT to date, 
and the steps they were taking towards the creation of an internal market for 
their central services. The 1994 survey was expected to tap into their subsequent 
experiences, bearing in mind that the legislative requirements were by then 
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changing rapidly, not least with respect to white collar services. The authorities’ 
core operations were now exposed to competitive pressures, and would need to 
be re-organized accordingly. 

Our lead question on this topic consisted of a series of statements about the 
impact of competition, with which the respondents were invited to express the 
extent to which they agreed or disagreed with it. The question form also 
provided for a ‘neither agree nor disagree’ response, but for the sake of 
simplicity the following table shows the percentage registering only agreement 
or strong agreement in each year. 


TABLE 3 The impact of competition on organizational processes 


Strongly agree/agree 
1992 1994 
% % 
The impact of competition has been limited to 28 30 
those services subject to CCT. 
Managing competition has required the develop- 95 90 
ment of new staff skills. 
Competition has reduced morale. 34 49 
Responding to competition has changed manage- 91 84 
ment processes across the authority. 
Responding to competition has changed the 80 69 
culture of this authority. 
Managing competition is leading members to take 32 21 
a longer-term view. 
Managing competition is encouraging cross- 52 51 
department working. 


Looking first at table 3’s portrayal of the effects on organizational processes, 
the most notable feature is the extent to which CcT-driven change is now being 
re-evaluated. Chief executives are no longer so certain of the beneficial effects of 
change on the organization as such. Their judgements are either less certain — 
sharp drops in the proportions believing competition to have changed the 
culture of the authority or to have transformed its management processes — or 
they are strikingly more negative, for example in their assessment of the impact 
upon morale, or in judging that CCT has failed to propel elected members into a 
longer-term view. 

The general trends revealed in these figures are by no means all in one 
direction, however. For if chief executives are now taking a more chastened 
view of the impact of CCT upon the organizational processes of the authorities 
they serve, they are increasingly upbeat about the benefits in terms of their own 
authority's approach to service delivery. Table 4 shows that concern for 
customer satisfaction and service standards has risen sharply, while concern for 
quality remains high and stable. At the same time, as table 5 shows, views on 
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TABLE 4 The impact of competition on service delivery 


s Strongly agree/agree 
1992 1994 
%o % 
Competition has increased concern for quality. 72 73 
Competition has increased concern for customer satisfaction. 68 77 
Competition has raised service standards, 46 55 
TABLE 5 The impact of competition on the cost structure 
Strongly agree/agree 
1992 1994 
% % 
Competition has reduced the costs of service provision. 59 57 
Competition has reduced pay and conditions of service. 53 57 


the impact of CCT upon the cost structure of the authority remain as divided as 
in 1992. 

Not shown in the tables, but of some potential importance, are the responses 
to the statement that ‘the authority is prepared for the extension of CCT to 
professional services’. Given that the introduction of white collar CCT is fast 
approaching, the nine-point increase on this indicator — from 46 to 55 per cent — 
is less than might have been expected. Even when allowance is made for the 
deferral in Wales and in those authorities facing reorganization under the Local 
Government Review, another two years’ experience might have been expected 
to prepare rather more authorities to face the competitive future. 

This issue of the approach of white collar CCT naturally directs attention to 
the ways in which the key central services ~ computing, personnel, legal and 
financial services — are currently provided in local authorities. Given the 
mandatory requirement to submit large and increasing proportions of core 
services to competitive tendering, it is appropriate for authorities to move these 
services onto a quasi-commercial basis in advance of their exposure. 

Table 6 indicates the extent to which this is happening, and provides evidence 
of a very substantial move — probably well under way in the years immediately 
preceding our first survey — away from the traditional provision of these 
services as a central facility. The table also suggests that there has been an 
equally sharp move away from the budget-holding cost centres to which central 
services are recharged. Service-level agreements are instead being widely 
adopted, although the move to full trading accounts continues to take place 
very gradually, despite the pressure of the CCT requirements. 
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TABLE 6 The provision of central services 


Strongly agree /agree 
1992 1994 
% Yo 
Central services have been retained centrally, and are provided 54 
to departments as required. 
Central services have been decentralized to departments, 15 16 
retaining only basic strategic functions at the centre. 
Central services have been retained centrally, and their 37 45 
provision subject to service level agreements with user 
departments. 
Central services are provided to budget-holding cost-centres, 48 29 
under a system of recharging. 
Full trading accounts have been established for central 9 15 
services. 
Some other arrangement exists for the provision of central 8 4 
services. 


The CCT regime requires local authorities to achieve a clear separation of 
client and contractor roles, while leaving them considerable latitude in judging 
how best to achieve it. In 1992 we withdrew a lengthy draft question about how 
the client/contractor split was arranged in the various manual services, leaving 
us with no basis for comparison in 1994. We did however retain in both years 
specific questions about the client/contractor split in both the housing service 
and social services. 

In the case of the housing service, regulations made under the Local 
Government Act 1992 required authorities to implement such a separation by 1 
April 1996. Table 7 below shows that there had been considerable movement to 
get these arrangements into place, using either ‘twin-hatted’ arrangements, in 
which the client and contractor sides are separately managed within the 
housing department, or by setting up a dedicated contractor department or unit 
outside the housing department (or, where a general purpose DSO already 
exists, transferring housing services to it). Table 7 shows that keeping both sides 
together within the existing department is marginally favoured, and that while 
three-quarters of the responding authorities had no Separador of function in 
1992, almost all had it in place by September 1994. 

Social services departments are required to achieve a similar separation of 
client and contractor (more usually termed purchaser and provider) functions 
under the NHS and Community Care Act 1990, but this is being approached 
much more gradually as the community care programme comes on stream. Our 
question here asked only about progress, and not about the actual form of 
organization. Table 8 shows that steady, if more gradual, progress towards 
separately organizing purchaser and provider functions is being made, 
with most of the relevant authorities which have not yet implemented 
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TABLE 7 The client/contractor split in housing 


< 1992 1994 
% Yo 
Twin-hatted arrangements 11 44 
Separate contractor department/unuit 10 35 
Separation dealt with in some other way 2 9 
No client/contractor split 74 7 
No response 3 5 


TABLE 8 The purchaser/provider split in social 


SETOICES 
1992 1994 

% % 
Under consideration 8 16 
Planned for implementation 32 9 
In place 42 67 
None of these 8 ’ 
No response 11 4 


the requirements either planning to do so, or still considering their 
arrangements. 


Mission-driven local government 

‘Clarity of mission’, say Osborne and Gaebler, ‘may be the most important 
single asset for a government organization’ (p. 130). Their notion of the mission- 
driven organization of course goes further than the mere adoption of a mission 
statement to a range of budgetary and personnel practices. Neither they, nor we, 
baye comprehensive data on the adoption of so wide a range of practices. But 
the items dealt with here may provide some useful indicators of the adoption of 
a mission-driven and performance-orientated approach. 

The preparation and adoption of a corporate strategy is regarded by district 
auditors and external consultants as the sine qua non of serious management. 
While old-style corporate plans have a long history, current thinking favours a 
less mechanistic approach. Strategy is now seen as more a matter of flexible 
adaptation to changing realities, with broad direction set by the proclamation of 
a few key aspirations in a mission statement, backed up by a regularly revised 
strategy document. 

The 1992 survey indicated that this was an approach already followed by 
many authorities, with mission statements leading to the adoption of corporate 
strategies, with a majority of authorities having already adopted both, and with 
many of the remainder preparing statements for adoption. Comparison of the 
1992 and 1994 findings in table 9 shows considerable progress to have been 
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TABLE 9 Adoption of mission or ‘core values’ statements and strategic or corporate plans 


Mission or ‘core Corporate or strategic 
values’ statements plans 
1992 1994 1992 1994 
%o % % % 
Adopted 61 74 52 59 
Considering /in preparation 21 7 25 17 
Neither /NA 18 19 23 24 


made in taking those preparations forward. Three out of four authorities have 
now adopted a mission statement, and it seems reasonable to surmise that 
progress on strategic planning, though more gradual, is likely to continue. Also 
worth noting, however, is the substantial minority of authorities which were 
neiffler considering their core values nor working on a strategic plan during the 
period 1992-94. 

The results of the 1992 and 1994 surveys show local authorities’ management 
teams to have been slimmed down progressively since 1989, with average 
membership dropping from 7.7 to 7.1 in 1992 and 6.7 in 1994. It would be too 
easy to interpret this move as a conscious search for a more appropriate forum 
in which the authority’s strategic thinking might be carried forward. Yet much 
of the slimming down had probably been a consequence of a more general 
reduction in the number of departments and a continuing move (not presented 
in detail here) towards reorganization into multi-functional directorates. 

Slimming down might well be a necessary condition for a more strategic 
approach, but it does not in itself bring it about. Nor, for that matter, is an 
intention to move towards more explicit strategic thinking easily achieved, as 
management teams are ever prone to get bogged down in routine coordination 
or corporate fire-fighting. Table 10 presents the results for our repeated question 
on ‘the proportion of management team time spent discussing the strategic 
management of the authority’. The picture is the converse of what might have 
been expected, with a sharp decline — from 31 to 23 per cent — in the proportion 
of management teams reported as spending the greater part of their time on 
strategic thinking, although it should be borne in mind that responses to 
questions of this sort cannot command as high a degree of Confidence as the 
more factual reports. 

The conclusion to be drawn here is that other factors — the chaos of enforced 
change, perhaps, coupled with the uncertainties as to the authority’s future 
under the Local Government Review — may actually have distracted attention 
from strategic matters. In the light of this suggestion of a trend, some of our 
other findings ~ on, for example, the adoption of mission statements and 
strategic plans ~ should be read with caution, as necessary rather than sufficient 
conditions of strategic management. 


© Blackwell Publishers Ltd 1996 


360 KEN YOUNG 


TABLE 10 Management team 


time on strategic issues 
1992 1994 
% % 
None 1 = 
1-10% 8 12 
11-25% 25 28 
26-50% 31 29 
51-75% 26 19 
76-100% 5 4 


But how far does organizational mission permeate the running of the 
authority and the rewards given to its staff? A starting point is Osborne and 
Gaebler’s notion of ‘results-oriented government’ which works to outputs and 
outcomes rather than concentrating narrowly on inputs. These preoccupations 
are the basis of any attempt to manage performance in government. Table 11 
shows the results for a question which asked whether ‘any member committees 
or sub-committees receive regular reports on service outputs, quality and/or 
performance’. This is an unusually broad-brush question, with the possibility of 
tapping change in different forums (committees and sub-committees) on 
arguably distinct dimensions (outputs, quality, performance). 


TABLE 11 ing on service outputs, 
quality and ce 
1992 1994 
% % 
All committees 44 52 
Some committees 48 44 
No committees 9 3 


One of the most striking recent developments in Britain has been the surge in 
the popularity of notions of quality and quality management, which have been 
adapted from their manufacturing context as a touchstone for the public 
service. Quality issues provide a focus for mission-driven performance 
management by establishing clear benchmarks. Table 12 shows the responses 
to part of a check-list question asking whether the responding authorities had 
established, or were considering or preparing to establish, any of a series of 
organizational arrangements to ensure quality in service provision. The 
direction of the changes shown in table 12 are consistent with expectation. 
Their magnitude is not, however, something that could have been intuited, and 
the percentage shifts are large enough to suggest that there has been a rapid 
take-up of quality issues nationwide. 
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TABLE 12 (Quality management initiatives 


1992 1994 
% Yo 
Authority-wide policy on quality 
Established 25 39 
Considering /in preparation 41. 15 
none of these/NA 33 46 
Authority-wide ‘charter’ or equivalent statement of commitment 
to service standards 
Established 29 55 
Considering/in preparation 46 18 
none of NA 24 27 
Formal/established policies on quality for particular services 
Established 49 75 
Considering/in preparation 32 10 
none of these/NA 19 15 


In that regard, the third set of figures is the most notable, and suggests that 
‘quality’ has a strong service focus; the second set of figures strongly suggests 
that ‘charter’ or similar initiatives in preparation in 1992 have now been 
adopted, again an entirely predictable development, though of hitherto 
unknown prevalence. The top three rows of figures in the table are consistent 
with the others and suggest a more modest change in the same direction, 
towards the adoption of corporate policies on quality. 

Osborne and Gaebler place particular emphasis on the need to break out of 
the personnel management strait-jacket to achieve a performance-based 
mechanism for rewarding employees. This is of course by no means new, as 
bargaining and disputes over performance pay are already a familiar aspect of 
public service management in Britain. But on this issue our findings do rather 
less to support the idea of public management as being in the grip of a new 
entrepreneurial spirit. 

We asked first whether the chief executive of the ations was subject to 
regular formal appraisal, and if so, by whom? In 1992 just over half — 52 per cent 
- of the chief executives of the 205 matched authorities replied that they were so 
appraised. In 1994 a virtually identical proportion 53 per cent - made a similar 
reply. A related question, concerning whether chief executives were appointed 
on a fixed term contract, revealed a consistent pattern of response, with once 
again virtually identical proportions (28 per cent in 1992; 27 per cent in 1994) 
replying in the affirmative. 

In surveys of this sort, cross-question consistency is to be taken particularly 
seriously, whether it challenges or supports prior expectation. Apparent ‘rogue’ 
responses to a single question should not be taken at face value; they simply 
invite closer inspection. But where separate but related questions produce a 
consistent picture they should be accorded the greater weight for that fact, 
whether they support or confound our expectation. Our final example is just 
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TABLE 13 Coverage of performance-related pay schemes 


Pay-related to performance: 
Chief executive 


such a case. Table 13 combines the responses of two separate questions, on the 
adoption of performance-related pay (PRP) for particular grades of staff, and on 
the proportion of council staff covered by PRP. 

Here the results are unequivocal, in that they show a consistent pattern 
throughout the range on both questions. Moreover, they are arguably consistent 
with the findings that no further moves towards pay conditionality have been 
made for chief executives since 1992. To that extent, the findings of this series of 
questions appear to hang together. What, though, do they tell us? 

It would be-too easy to over-interpret the second half of this table as marking 
a reversal of PRP schemes in local authorities. The question actually invited 
respondents to choose a broad band for the PRP coverage of their white collar 
staff. Leaving aside the possibility that marginal changes (say, from 2 per cent to 
zero) might indeed have occurred, it is reasonable to suppose that most chief 
executives (and those to whom they may have delegated the task of completing 
our questionnaire) are responding within a margin of error established by the 
limits of their own knowledge. A rough and ready conclusion from reading the 
table, then, is that 80 per cent of authorities had 10 per cent or less of their white 
collar staff covered by PRP in 1992, and virtually the same proportion (81 per 
cent) did so in 1994. In short, there has been no discernible advance on a very 
low level of adoption. 


Flexible, informal decision structures 

Although not specifically address in Reinventing Government, a clear corollary of 
the more entrepreneurial style is a move away from traditional models of 
decision making ~ slow, cumbersome and formal - towards more streamlined 
and responsive procedures. The LGMB surveys showed clearly that a 
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TABLE 14 Changes in the frequency of council and committee meetings 


Council Committees 
1992 1994 1992 1994 

Yo % % % 

Weekly ~ ~ - _ 
Monthly 7 5 9 10 
Six-weekly 46 37 46 37 
ly 11 13 10 9 

Some other frequency 36 45 34 44 


considerable reduction in the number of departments and a slimming down of 
Management teams was taking place in the early 1990s. It also appears that 
many authorities have taken steps to streamline their decision-taking 
arrangements. Again, there was rather more evidence of this aspect of 
streamlining during the three years to 1992 than in the period 1992-94. Of the 
authorities responding, 70 per cent reported revisions in their committee 
structures in the first period, and just 42 per cent in the second. 

It would be unwise to assume that these revisions represent a simple 
unilinear trend to further streamlining. The reality is more complex than this. 
However, the net effect has been to maintain and accelerate the downward trend 
in committee numbers revealed by the 1992 survey (from an average of 7.4 to 
5.6), while sub-committee numbers show a similar if less steep trend (down 
from an average of 16.6 to 14.2). 

The streamlining thesis is lent further support by data on the frequency with 
which meetings are held, for the effects of the reduction in the number of 
committees and sub-committees appear to have been amplified (in terms of 
falling demands upon members’ time) by a move towards less frequent 
meetings. Table 14 shows that the proportions of authorities in which the 
council and committees meet six-weekly or more often have declined by around 
ten percentage points. In both cases a threshold has been passed; the majority of 
council and committee cycles are now less frequent than that, although this was 
not the case in 1992. 

This degree of rationalization is by no means the whole of the story. The 
report of the Widdicombe Committee drew a useful distinction between 
decision-making and decision-taking, in which decisions ‘made’ in party 
groups, leaders’ meetings or ad hoc working parties, were later ratified — or 
formally ‘taken’ - in subsequent meetings of council committees or sub- 
committees. The 1992 survey provided evidence of a marked shift since 1989 
towards the informalization of the decision process, with a decline in the overall 
number of formal decision-taking bodies, and in the regularity of their 
meetings, together with a quite marked growth in provision for informal 
deliberation, sometimes involving council officers, sometimes not. The latest 
findings confirm that this is indeed a trend. While committees and sub- 
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TABLE 15 Changes in informal deliberative forums, 1989-1994 
Average Increase Decrease 








1989 1992 1994 1992-94 1992-94 


% % 
Member working parties 75 8.4 9.8 31 12 
Member /officer working groups 3.5 4.4 5.6 23 9 


committees have been cut, member working parties and officer/member 
working groups have boomed, the average number of each increasing by 
around 50 per cent since 1989, with very many more authorities increasing their 
number than reducing them (see table 15). 

Two kinds of change are in fact revealed by these figures. The first is an 
extension of the decision-making process into small deliberative groups outside 
the formal arenas, seen here in the shift towards the use of member working 
parties. The second is the development of new ways for members and officers to 
work together, manifested by the increasing use of joint member/officer 
working groups. Both developments speak of a trend to depart from the former 
conventions of decision-making in authoritative bodies. 


ACCOUNTING FOR THE TRANSFORMATION 


The initial purpose of the LGMB studies was to identify the sources of change in 
local authority management. The responding chief executives’ recollections of 
this or that aspect of their organization in 1989 was of less importance than their 
account of what had brought about change in the ensuing three years. Put 
another way, the focus of that first study was upon the ‘change drivers’, and the 
greater part of A Portrait of Change was given over less to portraying, than to 
accounting for, change. 

Without rehearsing in full the findings of that first study, the overall 
conclusion to which they led inexorably was that organizational change in local 
government is driven by national, legislative requirements. These, we 
remarked, ‘outstripped all other sources of influence’ through the period 
1989-92. Equally important, they were expected by the chief executives and 
service chief officiers who completed the LGMB questionnaires to do so in future. 

The overwhelming impression given by those findings was of local 
government engulfed in a tidal wave of centrally inspired change, with officers 
wielding limited influence as the local mediators of the change process. The 
results of our review of a large set of indicators as to the source of change were 
unambiguous: 


The inescapable conclusion is that the process of internal organizational 
change in local authorities is largely driven by the requirements of legislation 
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and financial pressure. These requirements fall on all authorities equally, 
according to their service mix, and demand a response within a common 
timescale...It is evident that change at the local level is prompted more by 
central-government imposed requirements than by any other type of factor 
(LGMB 1993, p. 49). 


So dominant were these national pressures in accounting for change, and so 
ubiquitous their effects, that there seemed little point in covering that same 
ground again in 1994. Instead, making the assumption that, just two years 
further down the road, the configuration of change drivers was likely to remain 
much the same, we concentrated on measuring the changes they had brought 
about. 

A few of those changes have been presented here as being of particular 
relevance to the Osborne and Gaebler thesis. Most confirm the expectation of 
quite profound change in structure, process and (by implication) outlook. 
Others (performance pay and, not shown here, customer involvement) suggest 
that change has in practice been very much more limited than the rhetoric of ‘a 
revolution in government’ would claim. We should of course beware the 
assumption that survey evidence of this type can capture the complexities — still 
less the dynamics ~ of the change process. Indeed it may understate the realities 
of change, as in the case of competition, where qualitative case-study research 
indicates that the competition process is effectively re-writing the history of 
public management (Rao 1996). 

That said, it is fair to conclude that a transformation of British local 
government has indeed been under way since the late 1980s; a transformation 
so far-reaching that future historians may in time describe it as a ‘revolution’ on 
a par with that which occurred in the nineteenth century. In that retrospective, 
Reinventing Government will no doubt be scrutinized to establish its status as a 
text for its time. The verdict is unlikely to be a favourable one. As a descriptive 
account, Retnventing Government is both partial and substantially flawed, even 
as an account of the changing United States. In the British context its 
significance lies in the extent to which it is read and quoted approvingly, as a 
statement of aspiration, not as an account of reality. 

The deeper issue is the standing of Reinventing Government as a causal 
account, with its portrayal of local government gripped by a new spirit, of 
change faced up to with ‘zest’ or ‘passion’, ‘embraced’, even ‘loved’. The 
evidence adduced here surely underscores the fact of widespread change in 
local government, but overwhelmingly attributes its causes not to some 
Zeitgeist, but to the force majeure of central control. It suggests not the 
‘reinvention’ of local government, driven by an ‘entrepreneurial spirit’, but its 
transformation, driven by central government’s own purposes and its readiness 
to use the bluntest of weapons to enforce its will. 

This is not to say that the individuals who actually make things happen in 
local authorities do not themselves feel moved by ‘the spirit of the times’. It can 
scarcely be denied that we do live in new times, for the post-1987 Thatcher and 
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Major governments shifted not just the actualities of power, but also the ways in 
which we think about government. But the principal lesson of the last 
‘revolution in government’ — that of the mid-nineteenth century — is that the 
distinction between ‘realities’ (the force of circumstance) on the one hand, and 
the perceptions of the independent agent on the other, is often too sharply 
drawn: circumstances change, and men feel compelled to make sense of 
circumstance. It is in this way that new doctrines of public management arise, 
not as forces with their own transformational power, but as ways of bringing 
change into being in an ordered and commonly understood manner. 
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ECONOMIC DISCOURSE AND THE MARKET: 
THE CASE OF COMMUNITY CARE 


NEIL LUNT, RUSSELL MANNION AND PETER SMITH 


The UK government has introduced fundamental reforms into the provision of social 
care. The ‘community care’ programme, which was fully implemented in 1993, requires 
local authorities to assess the needs of potential users, to design an individual package 
of care that reflects those needs, and to purchase the package from a range of statutory, 
voluntary and private providers. Thus the new arrangement introduced a ‘quasi- 
market’ in community care, along the lines of those already operating in other areas of 
the UK public sector, such as health and education. Hitherto, much analysis of the 
functioning of such markets has been conducted within a neo-classical economic 
framework. This article examines the relevance to the complex new community care 
market of three alternative theoretical perspectives: the transaction costs literature, the 
Austrian school and the new economic sociology. It is concluded that, although neo- 
classical economic discourse has been influential in shaping policy, no single 
perspective can capture all the issues relevant to analysing the market in community 
care. Therefore, in evaluating the reforms, an eclectic theoretical approach will be 
required which draws upon a variety of economic discourses. 


I INTRODUCTION 


Over recent years the United Kingdom government has introduced overt 
market mechanisms into key areas of the welfare state, most notably school 
education, health services, housing and community care. For each of these 
services, state finance has been retained, but radical changes have been made to 
the ways in which services are delivered. Central and local government (or their 
appointees) have become primarily purchasers and commissioners of services. 
In-house provision has increasingly been replaced by externally contracted 
services, and independent providers now compete in ‘quasi-markets’, for state 
finance. These models of welfare provision are not specific to the United 
Kingdom. Market structures of a similar type have been in operation in the 
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United States for over two decades, and there is also evidence to suggest that 
there is a general European-wide convergence towards ‘new public manage- 
ment’ ideas into the funding and organization of health and social services 
(LeGrand and Bartlett 1993). 

Markets have been a central area of investigation for social scientists ~ most 
particularly economists ~ and a rich variety of theories has evolved which seek 
to explain the behaviour of markets. Indeed, economic discourses that suggest 
that markets are socially beneficial — at least in the private sector ~ have been 
influential in the development of the policy of introducing market structures 
into the public sector. However, despite a rich tradition within social 
administration of examining how bureaucratic and administrative methods of 
resource allocation operate, there is a relative paucity of research exploring the 
role of the market in allocating welfare services. Moreover, when seeking to 
evaluate the changes, it may become necessary to look beyond conventional 
discursive accounts of the market that have been influential in shaping policy, 
towards those discourses that adopt a more critical perspective on the virtues of 
markets. 

Proponents of market reforms have tended to view publid services from a 
neo-classical perspective of how markets operate (Enthoven 1985; Culyer, 
Maynard and Posnett 1990). This conventional viewpoint has been the most 
central in influencing government reforms, and its hegemony may have 
resulted in a partial and biased understanding of the relevance of markets to 
welfare services. Pettigrew (1992) attempts to redress this imbalance by 
exploring a number of alternative perspectives of the market ~ each drawing 
upon different research and theoretical traditions. In this article we take his 
framework and apply it to the community care initiative. The intention is first to 
demonstrate the ways in which alternative economic discourses appear to have 
influenced policy formulation, and second to discuss their relevance in 
evaluating the reforms. In doing so, we hope to broaden the debate surrounding 
the role of markets in welfare provision by offering a range of conceptual lenses 
through which the reforms can be viewed. Although our discussion focuses on 
the various markets for community care, much of our exposition may be 
relevant to understanding the role of markets in other contexts. 

The article starts with a brief description of the recent reforms in community 
care. We then discuss the role of economic discourse in determining our 
knowledge of the role of markets in the welfare services. This is followed by 
summaries of the four economic perspectives we intend exploring: neo-classical 
economics; Williamson’s transaction cost (or markets and hierarchies) 
economics; the economics of the Austrian school; and the new economic 
sociology. Section IV discusses the influence these discourses appear to have 
had in the formulation of policy. The next section then discusses their relevance 
to evaluation. It is argued that the alternative discourses focus on different 
aspects of the market, and should not therefore be considered as competitors. 
Rather, we suggest that they can be used in a practical and complementary 
sense to illuminate understanding of particular features of the market for 
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community care. The article ends with some conclusions about how analysis 
of the new markets in welfare services might be enriched by the broader 
considerations described here. 


O THE NEW COMMUNITY CARE 


Community care services seek to offer support for a variety of groups, including 
those with learning difficulties, physical disabilities and mental health 
problems. Older people form by far the largest care group falling within the 
ambit of community care. Throughout the 1980s, a number of developments 
forced community care onto the political agenda. Under the ‘Care in the 
Community’ initiative, the National Health Service began to close a large 
number of long-stay mental handicap and psychiatric hospitals, increasing the 
demands on community care. And there was an explosion in the volume of 
social security payments to support residents in private sector residential and 


nursing homes. A series of reports in the mid-1980s were critical of community 


care services (Social Services Select Committee 1985; Audit Commission 1986), 
culminating in a review of community care policy by Sir Roy Griffiths. Most of 
the recommendations in his report (Griffiths 1988) were included in the 
subsequent White Paper Caring For People, which was enacted as the National 
Health Service and Community Care Act 1990. 

The new community care proposals sought to address many of the features 
for which the existing arrangements had been criticized. In particular, the White 
Paper explicitly stated that ‘promoting choice and independence underlies all 
the government’s proposals’ (UK government 1989). Six key objectives were 
outlined for service delivery: 


e promoting the development of domiciliary, day and respite services to 
enable people to live in their own homes wherever feasible and sensible; 

e ensuring that service providers make practical support for carers a high 
priority; 

e making prior assessment of need and good case management the 
cornerstone of good quality care; 

e promoting the development of a flourishing independent sector alongside 
good quality public services; 

e clarifying the responsibilities of agencies, so making it easier to hold them 
to account for their performance; 

e securing better value for taxpayers’ money by introducing a new funding 
structure for community care. 


The legislation was enacted on 29 June 1990, although full implementation 
did not take place until April 1993. Under the new arrangements, local 
authority social services departments have been designated the lead agency for 
developing community care. They have been given responsibility, in 
collaboration with health and housing authorities, for making assessments of 
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the care needs of individuals. Having identified an individual’s needs, the 
social service authority is then responsible for purchasing a suitable package of 
care, within local budget constraints. The package may comprise a place in a 
suitable residential or nursing home. Alternatively, it may comprise some mix 
of domiciliary services — such as personal care or day centre attendance — 
designed to support people in their own homes (Wistow ef al. 1994). 

The Act therefore introduced a purchaser—provider split, similar to those 
already existing in health and education. In most local authorities, packages of 
care are now organized by ‘care managers’, many of whom now operate within 
a system of devolved budgeting (Audit Commission 1994). Local authorities 
have been discouraged from directly providing in-house care services. Instead, 
community care is to be predominantly provided by what the government calls 
a ‘mixed economy’of private and voluntary providers. Although community 
care has always been provided within a mixed economy, its scope is now 
broader than at any time since the National Assistance Act of 1948 (Knapp ef al. 
1994). 

The Act also introduced a new structure for funding community care. Each 
local authority receives an amount in its Revenue Support Grant which is the 
government’s estimate of the cost of delivering a standard level of community 
care to its residents. At first this amount has been ‘ring-fenced’ — in the form of 
a Special Transitional Grant~ to protect expenditure on new cases from 
competing claims from other local authority services. No more than 15 per cent 
of the Special Transitional Grant may be spent on in-house services. The grant 
has been financed principally by transferring to local authorities the amount 
previously paid by the Department of Social Security to finance residential care 
places, which was not cash-limited. The intention is eventually to remove the 
ring-fencing protection. Thus, so far as the central government is concerned, the 
budget for community care is now cash limited, in the sense that its 
commitment is limited by the grants it chooses to transfer to local authorities. 
At the local level, any expenditure in excess of the government norm will have 
to be met from local sources: the council tax, local balances, or user charges. The 
reforms are being phased in. Those already in residential care before April 1993 
have ‘preserved rights’, and will continue to be financed by the Department 
of Social Security. Only new referrals become the responsibility of local 
authorities. 

Paradoxically, the progressive transfer of the social security residential care 
allowance to local authorities can in a sense be viewed as moving away from a 
market system. In effect, the allowance served as a voucher system, which was 
directly under the control of users who qualified for the allowance. The new 
community care budget is spent on behalf of users by local authorities. 
However, it can be spent on domiciliary services in addition to residential 
provision, thereby opening up a greater variety of potential modes of care, and 
in this sense can be viewed as more market-oriented. Moreover, by contributing 
towards the costs of their care, individuals with private means are in a position 
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to ‘top-up’ the local authority contribution, thereby effectively increasing the 
value of the voucher. 


HI DISCOURSE AND THE MARKET 


Recent approaches to economic theory have focused upon the role of discourse 
in producing knowledge (Henderson et al. 1993; McCloskey 1983). Within this 
literature, the concepts of knowledge and truth about the market are not the 
product of objective, dispassionate enquiry, rather they are considered to be 
intimately connected to the particular framework within which researchers 
engage with the topic. Because it is possible to engage with the topic in a 
number of ways, different approaches to thinking about the market can yield 
different or contradictory results. Knowledge of the market is therefore 
necessarily contingent, malleable and dynamic. Discourse comprises the 
language, knowledge, myths and assumptions that underlie a theory (Rojek et 
al. 1988). 

Some approaches to the market have become powerful in both academic and 
policy circles. In this article we consider two of these discourses — the neo- 
classical and Austrian schools — which have been particularly influential in 
informing government policies and encouraging market-based solutions 
(Thatcher 1995). However, we shall also show that there are two other 
discourses — the transaction cost and new economic sociological schools - 
which appear to be of considerable importance in the realm of community care, 
but which offer less sanguine interpretations of the virtues of markets. In this 
section we outline these four economic discourses. 


Neo-classical economics 
Neo-classical economic theory has dominated the analysis of markets for most 
of the twentieth century. It is an elegant contruct, derived from the 
mathematical discipline of differential calculus, which seeks to explain how 
resources are allocated in a market economy (Samuelson 1947). The theory 
examines the interaction of supply of and demand for a commodity in terms of 
its price and the quantity produced. The neo-classical critque is based on an 
analysis of rational actors working on the principle of marginality. Producers 
are assumed to be profit seeking, and consumers to be maximizing some 
concept of ‘utility’, The neo-classical model then predicts that goods are 
produced up to the point where the marginal revenue received for the goods 
equals the marginal cost of producing the good. In the same way, consumers are 
assumed to seek to maximize some concept of personal utility, and accordingly 
purchase a bundle of goods such that they would get the same marginal utility 
from an extra £1 spent on any of the individual goods in the bundle. This 
analysis then predicts that a market will gravitate towards some equilibrium, in 
which none of the actors has any incentive to change their actions. 

Leading on from Samuelson’s ‘neo-classical synthesis’, the discipline of 
welfare economics analyses what is in some sense the preferred distribution of 
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resources (Ng 1983). Thus, the neo-classical analysis offers a positive view of 
economic activity, while welfare economics introduces a normative element. The 
welfare analysis is based on the Pareto principle — that a redistribution of 
resources is preferred if it makes some people better off, and makes none worse 
off. Such states are known as Pareto optima, and these secure a distribution of 
resources in society which economists refer to as allocative efficiency. It can be 
shown that a system of market competition is one means (but not the only 
means) of securing a Pareto optimum. Most neo-classical analysis therefore 
proceeds on the assumption of the existence of competitive markets. 

It is impossible to do justice in a few paragraphs to the vast effort that has 
been expended on extending, refining and challenging the neo-classical model. 
The model’s strength is that its mathematical foundation requires the analyst 
explicitly to set out assumptions, and to trace their consequences rigorously. 
Moreover, it thereby becomes amenable to quantification and prediction, and so 
offers the possibility of yielding useful policy advice. However, an increasing 
number of informed commentators are coming to the view that the entire edifice 
of new-classical theory may be constructed on foundations of sand, even when 
applied to conventional markets (Ormerod 1994). Most centrally, it treats firms 
and individuals as selfish, rational entities, making consistent and informed 
decisions. Neo-classical analysis rarely considers the broader behavioural issues 
affecting decision-making. 

The crude neo-classical model is immensely elegant, but totally unrealistic. 
However, neo-classical analysis has been invoked to explore the implications of 
adopting more realistic assumptions. In particular, information is central to the 
neo-classical model, and a large amount of effort has recently been expended on 
the case where there are information asymmetries between various actors in the 
market, most notably in the ‘principal-agent’ literature (Laffont and Tirole 
1993). However, in areas such as social care, the sheer scale of the effort required 
to make the neo-classical model more realistic may preclude any meaningful 
mathematical modelling. 

In any case, it is our contention that the refinements offered by more realistic 
modelling are unlikely to affect policy-makers. As Smith (1995) has argued, the 
strength of the neo-classical critique of markets is its power to excite policy- 
makers with its central big idea: that markets can lead to a socially optimal 
outcome. The crude model on which this result is based is a cruel caricature of 
modern neo-classical analysis. However, policy-makers are unlikely to be 
influenced by more complex models which offer more ambiguous results. In the 
public arena, it is the caricature which is often invoked as support for a market- 
based policy in the provision of welfare services. 


Transaction cost economics 

As noted above, perhaps the most problematic issue in the neo-classical critique 
is the role of information in co-ordinating economic activity (Reiter 1987). The 
costs and difficulties of acquiring, processing and transmitting information 
often appear insuperable. This consideration has given rise to the New 


© Biackwell Pubbshers Ltd 1996 


THE CASE OF COMMUNITY CARE 375 


Institutional Economics set out by Williamson (1975, 1985). This theory retains 
the neo-classical methodology. However, its focus is the insight that market 
failures frequently have an origin in transaction costs, and that transaction costs 
play a central role in determining whether a market or a hierarchy is the more 
efficient governance structure with which to allocate resources in a particular 
situation. (For this reason this school of analysis is often referred to as the 
Markets and Hierarchies literature.) All economic exchange, whether it is 
through internal organization or the market, is conceived in terms of contractual 
relations, and Williamson’s approach poses the problem of economic 
organization as a problem of contracting. He proposed that organizational 
variety arises primarily in the service of transaction cost minimization, and that 
transactions are the basic unit of economic analysis. 

Arrow has defined transaction costs as the ‘costs of running the economic 
system’ (Arrow 1969) and a useful distinction between ex ante and ex post type 
costs can be made. Ex ante costs apply to the costs of drafting, negotiating and 
safeguarding an agreement. These vary according to the design of the good or 
service produced. Ex post costs can take a number of forms and include 
‘maladaption costs’ which arise when transactions diverge from the original 
contract specification; ‘haggling costs’ incurred if ex post misalignments are to 
be corrected; the ‘set up and running costs’ associated with the governance 
structures to which disputes are referred; and the bonding costs of effecting 
secure commitments. There is therefore often a trade-off between ex ante and ex- 
post costs. Although Williamson acknowledges that transaction costs are 
difficult to quantify, he insists that since they are always assessed in a 
comparative institutional way (that is, one mode of contracting is compared 
with another) it is the relative difference rather than the absolute scale of 
transaction costs that is of concern. 

Clearly, Williamson’s critique is crucial to the new public management, in 
which contracts play such a central role, and his work is often cited in the quasi- 
markets literature. However, his work is sometimes misrepresented, and repays 
re-reading. He invokes a number of key concepts and criteria with which to 
assess whether markets or hierarchies are the more efficient allocator of 
resources. These include: 


(a) bounded rationality; 

(b) uncertainty; 

(c) opportunism, 

(d) small numbers exchange; 
(e) atmosphere. 


We briefly discuss these in turn. 

The markets and hierarchies perspective employs the behavioural assump- 
tion of bounded rationality originally introduced into economic discourse by 
Herbert Simon (Simon 1961). The concept refers to the limited ability of market 
agents to process all available market signals and information. It is usefully 
considered in conjunction with uncertainty, which relates to shortcomings in the 
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information itself. Willliamson argues that in a context (such as community 
care), where transactions are multi-dimensional and outcomes are contingent 
upon an uncertain environment, the associated ‘contingent claims contracts’ 
will be difficult to design and enforce. Either a complex document is drafted, in 
which numerous contingencies are accommodated, and appropriate adapta- 
tions by the parties are stipulated and agreed in advance. Or (as happens in 
practice) a contract is incomplete and therefore does not specify all 
requirements in advance. The transactions cost approach predicts that — 
where the costs associated with contracts is high — market failure could occur, 
and it may be more efficient for production to be internalized within an 
organization. 

A further consideration raised in the markets and hierarchies literature is that 
market failure can also occur if there is potential for opportunism, which 
Williamson defines as ‘self-interest seeking with guile’ (Williamson 1975, p 47). 
Both ex ante and ex post types of opportunism can be indentified, known in the 
principal-agent literature as adverse selection and moral hazard, respectively. 
Williamson contends that these arise as a result of real or contrived conditions 
of information asymmetry. Within this context, it is assumed that agents are 
liable to distort, disguise, obfuscate or provide incomplete information to 
principals. 

The assumption that agents are motivated in varying degrees towards 
adopting opportunistic behaviour does not necessary imply that market failure 
will ensue. Opportunism may become a problem only in the event of ‘small 
numbers exchange’ -a shortage of possible providers. This might occur 
because of scale economies in technologies employed, because of institutional 
constraints, or because of the transaction costs of dealing with many providers. 
Competition among large numbers of providers in the market may ensure that 
those providers who behaved opportunistically would find it difficult to have 
their contracts renewed. Where the number of providers in a market is small 
this sanction against the opportunistic is made less effective. 

Of further concern to purchasers is the real possibility of inadvertently 
converting a competitive situation of ex ante large numbers exchange to an ex 
post situation of small numbers exchange. This situation can arise because of 
‘asset specificity’ which makes it costly for purchasers to contract with other 


providers because of the sunk costs associated with setting up the orginal . 


contracts. Purchasers are therefore tied into long-term commitments with a 
small number of privileged providers, which can act as a disincentive to new 
market entrants and reduce responsiveness to market signals. This phenom- 
enon is widely reported in the US human services and health care sectors 
(Gutch 1992; Propper 1993). 

The markets and hierarchies perspective recognizes that attitudinal and 
ethical considerations are an important component of transactional relations, an 
area generally ignored by the neo-classical literature. Williamson develops the 
concept of ‘atmosphere’ to summarize the moral or value basis framing the 
governance of transactions. He discusses Titmuss’s concept of the ‘gift 
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relationship’ as a motivation for giving blood, and contends that introducing 
commercial principles into this service would necessarily alter the altruistic 
pleasure derived from donating blood. Although traditional neo-classical 
economics ignores the moral underpinnings of economic exchange, Williamson 
argues that the benefits derived from the atmosphere surrounding transactional 
relations should be an important determinant when designing governance 
structures. 


Austrian economics 

The Austrian school of economics argues that the beneficial motivational 
consequences of markets far outweigh any inefficiencies the information 
problem may give rise to. The Austrian school refers to a collection of thinkers 
originating with Carl Menger late last century and whose lineage can be traced 
through Von Mises and Von Hayek, to the major contemporary disciple Israel 
Kirzner (Kirzner 1973). Although Austrian economic theory has varied in its 
profile and influence during the century, it witnessed a rebirth in the 1970s as 
one of the alternatives to Keynesianism, and became an important inspiration 
for the ‘New Right’. Its precise parameters remain hazy. Nonetheless, a number 
of distinguishing conceptual characteristics of the school are identifiable. 

The neo-classical discourse has a primary concern with price and quantity 
and the determination of a prized state of equilibrium. In contrast, the Austrians 
focus on alteration and change, examining the dynamic market process of 
competition and the associated disequilibrium rather than the static notion of 
equilibrium. As Kirzner (1973) writes, ‘...the dominant theory, by emphasizing 
certain features of the market to the exclusion of others, has constructed a 
mental picture of the market that has virtually left out a number of elements 
that are of critical importance to a full understanding of its operation’ (p. 4). 

Where the neo-classical methodology requires an explicit exposition of 
assumptions in constructing the world of utility maximization, Austrians 
eschew the scientific method. Central to the Austrian understanding and 
missing from the neo-classical account are the following key concepts: 


(a) Methodological individualism: Austrians start from the basis of indepen- 
dent individuals with different tastes and abilities who try to reconcile 
their separate plans and decisions. 

(b) Limited knowledge: In contrast to the usual neo-classical axiom of freely 
available knowledge, Austrians perceive much knowledge to comprise 
subjective understandings rather than verifiable facts. They therefore 
stress that society is always subject to other people’s ever-changing 
prejudices and preferences. 

(c) Methods: Methodological individualism, limited knowledge and a 
complex world mean we cannot empirically test the world nor infer 
unassailable economic laws. Consequently, Austrians stress the use of 
theory rather than the traditions of mathematical analysis and positive 
economics. 
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(d) Information and the market: The market system is a network of prices 
carrying vast amounts of information which co-ordinates individual 
knowledge. The market is like a clearing-house that has no centre. 
Markets are imperfect and revisions are continuously necessary as we 
cannot forecast with certainty nor be aware of all new opportunities. 
When testing our plans in the market, however, an order or ‘catallaxy’ 
appears, which is ‘...the market order brought about by the mutual 
adjustment of many individual economies in a market...the special 
kind of spontaneous order’ (Hayek 1973). The implication, therefore, is 
there should be no interference in relation to the workings of the price 
system. 

(e) Profit and the role of the entrepreneur: Competition cannot be separated 
from entrepreneurship and discovery. Entrepreneurship, an alertness to 
profit opportunities, is ignored by the standard neo-classical analysis, 
which perceives competition as a state of equilibrium rather than a 
process of change. In contrast, the Austrians view the search for profit 
opportunities as being the driving force of the market. Consequently, 
tapping opportunities and innovation are key, and profits and losses 
exist because there are persistent changes in the market conditions. 


Thus, the Austrian approach is in many ways the antithesis of the neo- 
classical method. Yet — at least in relation to markets — it can arrive at the same 
policy prescription. However, its attitude towards free exchange is very much 
more uncompromising. It emphasizes the role of the entrepreneur or of the 
entrepreneurial spirit, although leaving the issue of who is the entrepreneur 
open — it may be consumer or producer. Moreover, it does not view the number 
of firms in the market nor the level of profit with concern. Profit rates merely 
reflect entrepreneurial awareness not power. The Austrian school acknowledges 
that the market frequently makes mistakes, but argues that this is what offers 
opportunities to the entrepreneur, and that any intervention on the part of the 
government will necessarily make matters worse. In particular, it has no 
concept of social justice, and would repudiate all but the most essential 
redistribution of income on the part of government. 


The New Economic Sociology 

For much of the last two centuries the market has been the analytical preserve of 
economic theory. This was not always the case. For instance in the Wealth of 
Nations (1776), Adam Smith’s seminal treatise on the market, no sharp 
distinction was drawn between economic and sociological themes. This 
integrative tradition continued into the nineteenth century, particularly in 
Germany where it became known as the Historical school. In England however, 
the abstract-deductive and atomistic analysis of economists such a Ricardo 
gained ascendency. These two perspectives — the historical and social method 
based in Germany and the abstract deductive method based in England - 

clashed at the end of the last century in what in Germany was known as the 
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‘Methodenstreit’ or the ‘battle of the methods’. Despite a few classic studies by 
sociologists such as Durkheim and Weber, who have attempted to apply 
sociological theory in economic spheres, this academic separation continued, 
with the result that market analysis until very recently has been dominated by 
neo-classical and Austrian theorists. 

In the early 1980s a group of sociologists based at Harvard University revived 
interest in the sociology of economic life (Granovetter and Swedberg 1992). The 
ideas and concepts of this group have gained wider recognition over the last 
decade and their New Economic Sociology has provided a rich critique of 
received economic discourses of the market. Within this approach, emphasis is 
placed on how economic activity is co-ordinated by groups of people rather 
than undertaken by isolated individuals. Granovetter (1992) argues that the 
‘economic imperialism’ of neo-classical and transaction cost approaches has 
erected an enormous superstructure on a narrow and fragile base. He contends 
that a more solid foundation can be constructed on the basis of three classic 
sociological assumptions: 


(a) the pursuit of economic goals is normally accompanied by pursuit of 
non-economic goals such as sociability, approval, status and power; 

(b) economic action (like all action) is socially situated, and cannot be 
explained by individual motives alone; it is embedded in ongoing 
networks of social relations rather than carried out by atomized actors; 

(c) economic institutions (like all institutions) do not arise automatically in 
some form made inevitable by external circumstances, but are socially 
constructed (Granovetter 1992). 


Rather then review the full range of concepts developed by the New Economic 
Sociology, our discussion focuses on just two key issues — social network 
relations and non-price competition. 

The New Economic Sociologists question the usual assumption that economic 
behaviour has become less embedded in social relations as economic exchange 
has developed from barter through feudalism to highly technical modern 
markets (Polanyi 1957). Granovetter and Swedberg (1992) argue that — even in 
modern markets — social ties and informal relations are still important in 
determining patterns of trade. The concern to the sociologist is that of tracing 
the networks of social actors and groups and exploring how these networks 
support and influence economic exchange (Ferlie 1992). 

Baker (1984) has used the concept of social network relations in an analysis of 
two securities markets. In particular, he focused on the influence of the number 
of organizations operating in the market. He found that both the markets 
had complex and enduring social networks that influenced the pattern of trade 
and the price of commodities. He also found that the larger market-place was 
less competitive than the smaller one because its scale and diversity impeded 
the efficient flow of informal ‘information. 

Work undertaken on ‘relational’ markets (Ford 1990) has shown that where 
market transactions take place within a market dominated by a small number of 
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large firms, corporate buyers (as opposed to individual consumers) would 
frequently interact with sellers. In these circumstances, the importance of price 
in regulating market exchange may be overstated by neo-classical economic 
theory (Bradach and Eccles 1991). Prices are assumed to be determined less by 
costs and demand, but rather are socially constructed through a process of 
bargaining within networks of social actors. Indeed, it is readily observable that, 
apart from the retail sector, ex ante pricing is not the norm (Dawson 1994). In the 
NHS internal market, Ferguson and Palmer (1994) confirm that prices emerge 
from negotiations between purchasers and providers, rather than being 
announced in advance. 

In complex markets, therefore, informal information transmitted through 
social networks concerning issues such as quality, trust, reputation and status 
are viewed as possibly more important determinants of competition than price. 
This may be particularly germane where purchasers are risk averse. For 
example, Podolny (1992) shows how consumers may use perceived status as a 
proxy measure for quality, even when there is little evidence to establish this 
link. He also shows how rankings of status may be difficult to change because 
high status producers may have a number of advantages over lower status 
producers, such as lower advertising costs or easier access to sources of 
finance. 

White (1981) has developed a more macro-sociological approach to economic 
exchange. Markets are viewed as ‘self-reproducing social structures amongst 
specific cliques of firms and other actors who evolve roles from observation of 
each other’s behaviour’. Within this perspective — unlike traditional economic 
approaches to the market - social actors are not assumed to be guided by 
conventional economic information, such as demand curves and ex ante cost 
schedules, but by shared experiences and observation of other firms. Indeed 
Leifer and White (1987) contend that all market activity is based on ex post and 
not ex ante considerations, with markets reflecting ex post inter-dependencies 
between actors. To understand fully the social processes at work in the social 
care market it may therefore be necesssary to appreciate how notions such as 
trust, status and reputation are socially constructed, and influence purchaser 
and provider strategies. Conventional economic analysis is less sensitive to such 
issues and therefore may represent only a partial understanding of market 
processes. 

Thus, sociological approaches lack the coherence of an overall model of 
market functioning, and are likely to use softer, more qualitative research 
methods. However, they may be crucially important in identifying key variables 
and influences of economic exchange in many markets, and are probably best 
viewed as complementary to rather than substitutes for more standard 
economic analyses of the market. As we shall explain, we believe that the 
issues they address may be of great importance in the community care 
market. 
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¥ TV INFLUENCING THE REFORMS 


The set of official documents described in Section II trace the evolution of the 
new community care policies, and offer an opportunity to examine the extent to 
which the alternative economic discourses relating to the market have 
influenced those policies. This section summarizes those influences. 

The White Paper contains a strong presumption of the efficiency virtues of 
markets, both in a allocative and managerial sense, as constructed within neo- 
classical and Austrian discourse. For example, paragraph 3.4.3 states that 
‘,., 8timulating the development of non-statutory service providers will result 
‘¢ ina wide range of benefits for the consumer, in particular: 


~~ a wider range of choice of services; 

— services which meet individual needs in a more flexible and innovative 
way; 

— competition between providers, resulting in better value for money and 
more cost-effective services.’ 


In the same vein, ‘...the aim should be to ensure that all the available 
resources are put to best use, consumer choice and involvement are enhanced, 
and flexible services are provided which are tailored to individual need’ (para. 
3.1.4). 
ui However, the community care White Paper also shows an understanding of 
the markets and hierarchies argument. Indeed, para. 1.7 states that 


The focus of this White Paper is on clarifying roles and responsibilities, 
bringing together the relevant sources of finance, delegating responsibility 
for decision making to the local level wherever possible, improving 
accountability and providing the right incentives. The Government is 
seeking to establish the right financial and managerial framework which 
will help to secure the delivery of good quality local services in line with 
national policy objectives. 


This suggests that a driving force behind the reforms was a desire to clarify the 
~~ organizational form of the community care services. 

Furthermore, the issue of transaction costs is also recognized. Paragraph 3.1.4 
notes that ’... authorities may need to strengthen their existing management 
arrangements. In particular, they will need to give attention to the adequacy of 
systems for planning, accountability, financial control, purchasing and quality 
control’, with the implication of increased managerial costs. Great attention is 
paid to the need for inspection and monitoring. And it is noted in 3.7.4 that 
‘contracts will need to be drawn very carefully and will need to specify 
precisely the level and quality of service required. ...procedures for 
monitoring and evaluating performance should also be clearly stated at the 
outset’. Thus the increased transaction costs of the new arrangements appear to 
be understood, and it must be assumed that the authors of the initiative believe 
¥ that efficiency improvements outweigh these costs. 
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The transaction costs could be very large. Both purchasers and providers 
have incomplete knowledge of the true costs and outcomes of the care process. 
Accounting procedures — particularly relating to outcome measures — are 
under-developed at present, and therefore purchasing authorities are far from 
certain that current services are achieving their intended objectives, or even 
what those objectives might be. The reforms seek to reduce uncertainty in the 
social care sector, by giving the role of securing an appropriate package of care 
to expert assessors, in the form of care managers. The introduction of contracts 
and detailed service specifications is an attempt to make providers more 
accountable by forcing rationality onto what might be a very haphazard market 
transaction if it were left to individuals. However, community care is by its very 
nature a complex, dynamic and uncertain undertaking. The reforms cannot 
change the nature of the problem, and contracts will therefore necessarily be 
either immensely complex or incomplete. 

Furthermore, community care is vulnerable to opportunism amongst 
providers, particularly in areas where there is a low degree of competition. In 
practice, there are often not sufficient numbers of voluntary and private sector 
domiciliary service providers to enable local authorities to assess costs in a 
comparative way. Thus the community care market is vulnerable to both 
adverse selection and moral hazard, arising from unavoidable information 
asymmetry (Kendall 1991). An obvious area leading to the potential for 
opportunism is the difficulty of specifying and enforcing quality standards 
(Mannion and Smith 1995). 

The concept of trust, as developed in the New Economic sociology, is 
important in this context. Trust can be regarded as an intangible capital assest 
which ‘economizes on the costs of bargaining, monitoring, insurance and 
dispute settlement’ (Sako 1991). Where trust exists, behavioural uncertainty is 
reduced and the likelihood is increased that promises will be honoured. Sako 
identifies three distinct kinds of trust: contractual trust (based on each party 
adhering to specific written or oral agreements); competence trust (which is 
concerned with the likelihood of each party performing in a competent fashion); 
and goodwill trust (which is concerned with the willingness of going beyond 
the mere fulfilment of explicit promises or the satisfaction of certain standards 
to actually taking initiatives to assist the other party and refrain from taking 
advantage of the other party). 

Trust assumes great significance in community care, not only because it is 
likely to be used to economize on contracting costs, but also because, where the 
health and social welfare of individuals is concerned, many of the 
characteristics of conventional markets — such as product failure, and the 
associated disruption for clients - may be unacceptable. For example, local 
authorities are likely to be highly risk averse regarding the possibility of abuse 
of elderly clients in residential homes, and so the previous record of providers 
may play a crucial part in understanding how contracts are placed. Although 
transaction cost economics acknowledges that trust is an important lubricant of 
economic exchange, it has few practical analytical tools with which to 
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investigate how trust becomes embedded in market transactions (Laffont and 
Tirole 1993). In contrast, the New Economic Sociology focuses on issues such as 
trust and could be used to explore how relationships of trust are developed and 
maintained between purchasers and providers in community care. 

Of particular concern in community care is the issue of asset specificity. This 
can take a number of forms, for instance the specialist skills of staff (for example 
psychiatric nurses) or physical asset specificity such as buildings adapted to be 
accessible for disabled people. Indeed, the trust developed by a trusted 
provider can be considered a capital asset which hinders entry into the local 
market. As Knapp et al. (1994) note in relation to the market in social care, 
incumbent providers have an enormous advantage over potential entrants. The 
White Paper recognizes the danger of the emergence of a small number of 
dominant providers, and states that ‘it will be important to allow scope for the 
emergence of new, small-scale groups, and to avoid the over predominance of 
large, well-established voluntary bodies’ (para. 3.4.14). 

As far as Williamson’s concept of ‘atmosphere’ is concerned, the new 
business culture associated with community care contracts is at odds with the 
voluntary ethos typically associated with many independent providers 
(Warburton and Morris 1991). It is already becoming clear that social workers 
and their voluntary counterparts are finding it difficult to respond to the 
incentive effects of competition. In particular, local authority service specifica- 
tions may not be consonant with the missions of voluntary providers, and may 
even inhibit their traditional campaigning and advocacy roles (Knapp et al. 
1994). Indeed there is evidence that volunteers are becoming disenchanted with 
the new environment, and are withdrawing their help. Similarly, in the longer 
term, carers may be less willing to contribute to the care of dependants if they 
perceive that formal providers of care are profit-seeking organizations. And 
legacies for charitable foundations may dwindle if it is perceived that they are 
to be used for quasi-business purposes. 

Thus, if the markets and hierarchies critique is applied, it seems clear that 
there are serious grounds for questioning whether the neo-classical model 
would unambiguously prescribe a market solution to community care. 

The Austrian critique would see market imperfections as central to how the 
market operates. In applying the Austrian view to social care, two key issues 
would be who makes the purchasing decisions and who holds the finance. 
Speculating on this, Austrian economics would clearly recommend that 
purchasing choices be made by individual consumers of care, who make 
decisions and contract in line with their own care needs. To make this principle 
operational it may of course be necessary that consumers should have earned or 
saved enough resources themselves with which to do their buying. The 
associated Austrian social philosophy would oppose any substantial redis- 
tribution of welfare from the state to individuals for this purpose. Consequently, 
the best that individuals unable to meet their own care needs could hope for 
would be some form of safety net in the form of a minimal cash transfer or 
voucher. Thus the Austrian school has no concept of social justice, and would 
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repudiate the notion that services should be distributed according to some 
concept of need. In this respect, therefore, the reforms do not seem to have 
drawn much inspiration from the Austrian school. 

However, the Austrian school also emphasizes the role of the entrepreneur or 
of the entrepreneurial spirit. Of interest here is the issue of who is the 
entrepreneur in the social care market. As noted above, if consumers do not 
have the income or vouchers to make their own purchasing decisions, it may be 
problematic to view them as entrepreneurs. Instead it may be appropriate in the 
social care market to view the care manager as some form of broker who can 
assume this role. Indeed, tracing the role of care managers, we see that they act 
on behalf of clients trying to assess their needs, canvassing user views and then 
looking for the most efficient and satisfactory way of meeting this need. Hence, 
they search out providers, looking for new alternatives as demography, 
technology and tastes change. Whether care managers can be seen as 
entrepreneurs in this sense may crucially depend on the amount of control 
they have over budgets and the opportunities they have to construct individual 
packages of care. If care managers are merely fitting clients’ needs into pre- 
existing services for which block contracts have been negotiated, then it would 
seem problematic to view them as entrepreneurs. 

Austrian theorists tend to leave the issue of who is the entrepreneur open. If 
purchasers can be entrepreneurs clearly we must address whether the same 
applies to providers seeking to carve out profit opportunities. However, when 
discussing the social care market there are not only private organizations 
showing innovation and making profit, but also other constituent parts of the 
market such as voluntary and statutory providers. There are problems with 
attempting to understand voluntary and statutory services as entrepreneurs, in 
that they do not seek profits — yet they do attempt to occupy a certain niche and 
market opportunity and therefore may exhibit entrepreneurial and innovative 
characteristics. 

As noted already, the White Paper does seem to reflect aspects of Austrian 
philosophy towards entrepreneurship. For examples, paragraph 2.21 states that 
‘we are fortunate in having a thriving voluntary sector, and a rapidly growing 
private sector. The government believes that people welcome this mixed 
provision of care, and that it encourages innovation, diversity, proper attention 
to quality and the interests of consumers.’ However, there is also considerable 
attention to the dangers of an unbridled market, and a clear implication that it 
will remain heavily regulated when necessary. 

Neo-classical theory acknowledges market failure and offers prescriptions for 
rectifying it. Austrians acknowledge that the market frequently makes mistakes, 
but argues that this is what offers opportunities to the entrepreneur, and that 
any intervention on the part of the government will necessarily make matters 
worse. There seems to be two forms of intervention that are relevant to the 
social care market; that of creating markets and that of maintaining markets. 
Many local authorities have sought to stimulate the mixed economy of care 
(Corden et al, 1993). Attempts to stimulate the market have also been 
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encouraged by a central government rule that 85 per cent of care contracts 
should be placed with the independent sector ~ an intervention which appears 
directly contrary to Austrian prescriptions. In regard to maintenance of 
markets, it could be suggested that the social care market will always require 
some intervention. Society may feel that the issues involved are too important to 
be left to the vagaries of the market. Vulnerable people require a continuity of 
care which appears to be inimical to the flexibility of traditional markets vital to 
the Austrian critique. 

The New Economic Sociology emphasizes the importance of relationships 
between various actors in the market. Table 1 summarizes some of the possible 
relationships in the community care market that may be of interest, between the 
three basic sectors: users (including carers); purchasers; and providers. The 
entries in the table describe the nature of some of the formal and informal 
interactions that occur as part of the relationships between and within sectors. 
Fo. example, provider—provider relationships may take the form of cartels, 
shared resources, mergers, information exchange, personal ties and so on, and 
may significantly affect the workings of the market. 


TABLE 1 Some interactions between three key sectors of community care markets 


Providers Purchasers Users 
Users 1. User consultation 1. Needs assessment 1. Consumer union 
groups 2. User consultation groups 
2. Voluntary groups 2. Shared experience 
3. Advertising 3. Lobby groups 
Purchasers 1. Contracts 1. Joint purchasing 
2. Personal ties 2. Shared 
3. Reputation 3. Local authority 
associations 
Providers 1. Cartels 
2. Shared resources 
3. Professional 
associations 


Of course, the categories shown are only examples of the rich pattern of 
interactions that are likely to occur. And the simple two-way interactions 
assumed are necessarily a simplification of reality (O@vretveit 1994). However, 
the table hints at the inadequacy of considering market transactions in this 
arena as comprised solely of contracts, quantity and price. As the new market in 
community care develops, it is becoming increasingly clear that local authority 
purchasers are choosing providers on the basis of concepts such as informal 
information, trust, reputation and status (Mannion and Smith 1995). This is 
likely to be the case so long as formal information systems relating to quality 
and outcome remain underdeveloped. 

Given the complexity of the community care market, it is quite likely that the 
policy prescription emerging from a sociological analysis would be that neither 
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market nor hierarchy was an optimal form of control, and that instead it may be 
necessary to exercise control over providers by encouraging them to adopt 
shared beliefs or behaviour. Ouchi (1980) maintains that such ‘clan controls’ are 
most effective where the outputs of provider are ambiguous and difficult to 
measure, or where behavioural controls are inappropriate because of ignorance 
about the transformation processes. Both these criteria apply to community 
care. However, there is little evidence that any sociological critique has 
influenced the reforms, other than an occasional reference to the importance of 
nurturing good relationships. For example, paragraph 2.20 states that 


it is essential that the caring services should work effectively together, each 
recognizing and respecting the other’s contribution and responsibilities. 
Much of this White Paper is about the clarification of those responsibilities. 
Nonetheless, it will continue to be essential for each of the relevant services 
to keep in mind the interests and responsibilities of the other; to recognize 
that paricularly at the working interface there is frequently much common 
purpose; to cross-refer cases when appropriate; and to seek and share advice 
and information when relevant. 


There is also a requirement that ‘authorities should consult, and take account of 
the views of, private and voluntary sector service providers and representatives 
of service users in drawing up their plans’ (para. 5.7). However, the treatment of 
relationships is generally given a low priority in the White Paper. 


V EVALUATING THE REFORMS 


The previous section indicates that certain discursive constructs of the market 
appear to have been influential in informing the reforms, while others do not 
appear to have been given much attention. Now that the reforms have been 
implemented, the need for evaluation arises, and a number of studies have been 
instigated to that end. The purpose of this section is briefly to describe the issues 
that may be important in undertaking any evaluation, and to discuss the 
importance of the various discourses of the market to those issues. 

Before starting, it is important to have a clear idea of the possible areas of 
concern which any evaluation of the reforms might wish to examine. Clearly the 
governmental objectives noted above reflect one set of priorities. However, there 
are several other important groups of stakeholders who have a legitimate 
interest in the reforms, and whose preoccupations may be important. These 
stakeholders might include local authorities, clients, carers, care workers, 
voluntary groups, other providers, local and national taxpayers, and the general 
public. It may therefore be important to consider a broader set of objectives than 
those set out by the government. 

Our discussion has highlighted a number of issues that are important in 
community care, but which are not comfortably addressed within conventional 
economic discourse. Amongst the most important are the role of information 
and the need to sustain continuity of care. These are therefore two of the major 
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research issues requiring urgent attention in this field. So far as information is 
concerned, the priorities are to identify how information is used in the market; 
to identify gaps and distortions in the information base; to ascertain whether 
any shortcomings are leading to problems; and to identify the strategies that 
agents are using to overcome informational problems. Continuity of care is a 
longer-term issue. The priorities include identifying what mechanisms have 
been put in place to monitior quality of care; examining systems for protecting 
clients from provider failure; and examining means of keeping the needs of 
clients and their carers under review, and responding flexibly to new 
circumstances. 

More generally, for illustrative purposes, we put forward seven key issues 
raised by the White Paper and the wider debate on community care, 
consideration of which should be central to any evaluation of the reforms. 
There is no suggestion that this set is definitive, and the ordering has no 
significance. However, it appears to capture many of the crucial issues raised in 
the community care debate (Hoyes and Means 1993; Wistow et al. 1994) 


(1) Allocative efficiency Concern about allocative efficiency permeates the 
White Paper, in the sense that a central objective is to 
obtain a much closer match of services to needs than 
hitherto 

(2) Managerial efficiency: Value for money is clearly also a central concern of the 
government and taxpayers. 

(3) Choice: The objective of improving choice is closely related to 
the issue of allocative efficiency, but also suggests a 
concern with qualitative aspects of care. 

(4) Transaction costs: The potentially high co-ordination and monitoring 
costs of the new arrangements is an important 
concern of their architects and of many commenta- 
tors. 

(5) Innovation: The desire to stimulate innovative approaches to 
service delivery is another key objective of the 
reforms. 

(6) Continuity of care The need to sustain continuity of care in all 
circumstances is one of the unusal and important 
features of the community care services. 

(7) Equity The equitable treatment of individuals is a prime 
consideration in the area of social care. 


These considerations closely reflect the issues set out by Le Grand and 
Bartlett (1993) as the principal criteria for evaluating the introduction of quasi- 
markets throughout the public services. They are of course stated as 
generalities, and much work is required to make them operational. This will 
be necessary for those seeking to evaluate the reforms. Moreover, one could 
argue that a complete evaluatory framework should embrace concepts better 
addressed within the disciplines of political science and social policy, such as 
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accountability, citizenship, social cohesion and social exclusion. However, for 
the purposes of this article, we restrict attention to the preoccupations of 
economic discourse. 

Our key insight is that these issues are addressed with varying degrees of 
interest and from different perspectives by the four discourses of the market set 
out above. Table 2 summarizes the principal interests of each of the discourses, 
and indicates the gaps that are likely to arise if only a single theoretical 
perspective is adopted. 


TABLE 2 Preoccupations of the four discourses in relation to six key issues in community 
care 


hierarchies Sociology 

1. Allocative efficiency ++ ++ 

2. Managerial efficiency ++ Pt 

3. Choice ?+ E a 

4. Transaction costs FE Tr 

5. Innovation ++ 

6. Continuity of care Te F 

7. Equity psen 


The logic of our discussion is that any comprehensive evaluation of the 
community care reforms should examine their performance with respect to 
unexpected as well as intended outcomes. This article has sought to show that 
any attempt to search for an overarching ‘meta-theory’ of the community care 
reforms is likely to be futile. Rather, research in this area should adopt an 
eclectic approach and be based on a range of methods and theoretical 
perspectives. We suggest that, as well as the conventional neo-classical and 
Austrian views of the market, a combination of the transactions cost and the 
new economic sociology approaches should also guide future research. 


VI CONCLUSIONS 


Recent reforms of the welfare state represent a social experiment on a grand 
scale. They are predicated on the untested assumption that quasi-markets are a 
more efficient method of allocating resources than traditional methods of 
planning used in the public sector. The justification for many of these changes 
can be traced to neo-classical and Austrian economic discourse. However, any 
attempts to evaluate the impact of the reforms solely from these two 
perspectives may necessarily be tautological because both are founded on 
axioms that favour the role of the market in allocating resources. We have 
shown that alternative discourses exist which focus on different aspects of the 
market, and which may shed light on possibly unforeseen outcomes arising 
from the implementation of markets in social care. 

The markets and hierarchies approach develops a set of propositions that can 
be used to assess the relative efficiency of market and in-house provision. While 
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the new economic sociology cannot be used in the same way, it offers 
illuminating insights into market processes that may be just as important when 
evaluating the reforms as the narrow efficiency focus of more conventional 
analysis. Of course there are yet more theoretical constructs that may be of 
interest. For example, some commentators might argue that the principal-agent 
literature deserves separate attention. And it may be that the large public choice 
literature is of relevance (Mueller 1990). 

However, the key insight offered here is that ~ while neo-classical and 
Austrian schools offer powerful intellectual fuel for the formulation of policy on 
quasi-markets ~ any evaluation of the reforms must adopt a more balanced 
approach. It may well be the case that the introduction of a market philosophy 
will appear to yield beneficial results when evaluated from a narrow theoretical 
perspective. However, a comprehensive evaluation requires that the impact of 
the reforms should be explored from a variety of perspectives. Our argument 
here suggests that — if this is done -the apparent benefits of quasi-markets in 
community care may need to be seen against some considerable costs in terms 
of transaction costs and a more fragmented pattern of service. 
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THE INEXORABLE RISE IN THE UK NHS DRUGS 
BILL: RECENT POLICIES, FUTURE PROSPECTS 


ALAN EARL-SLATER AND COLIN BRADLEY 


The UK National Health Service drugs bill has been the subject of controversy since the 
inception of the NHS. This article identifies the growth in the drugs bill and explores 
some of the factors driving the bill upward. The conclusions of this article are: that the 
drugs bill will continue to remain high on the political agenda; the government has 
only a limited amount of control on the drugs bill; various policies may counteract 
rather than complement each other; some of the policies may actually increase the 
drugs bill; however, many of the effects of the policies are unknown and there has been 
no rigorous assessment of the effects of any of the policies since 1948; and finally there 
is no robust evidence to suggest the drugs bill either does or does not represent good 
value for money. 


I INTRODUCTION 


The UK National Health Service (NHS) drugs bill has been the subject of 
controversy since the inception of the NHS (Barr 1994; Hancher 1990; Health 
Committee 1994; POST 1993; Sargent 1985). For example, the number of drugs 
used in the first year of the NHS exceeded government expectations two-fold 
and the government of the day had to revise its expenditure plans and felt the 
need to impose NHS drug user charges. More recently, Mrs Virginia Bottomley, 
when Secretary of State for Health, argued in June 1993 that ‘The NHs drugs bill 
is running at seven times the rate of inflation — that is simply unacceptable’ 
(ABPI 1993). 

Regulatory concern over the NHS drugs bill is not a 1990s phenomena nor is it 
solely focused on drug prices. In the UK concern has been raised not only about 
drug prices but also about the therapeutic efficacy of some of the products paid 
for under the NHS system. In 1953 the Cohen Committee argued that placebo 
drugs or drugs that were seen to provide no therapeutic gain should neither be 
used nor purchased in the NHS but that drugs of proven therapeutic value 
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should be prescribable in the NHS ‘only when satisfactory arrangements for 
price are made between the health department and the manufacturers’ (Cohen 
Committee Final Report 1953). The Advisory Council on Science and 
Technology (ACST) in similar sentiment argued ‘Innovations which are 
recognized as offering significant economic and/or quality of life advantages 
should be fully funded’ (AcsT 1993). 

Other documents add to the current debate. In the National Audit Office 
(NAO) report on Repeat Prescribing by General Medical Practitioners (NAO 1993), the 
NAO recognized that the practice of repeat prescribing could save the doctor and 
patients time (a practice of five GPs would need a sixth GP if they all had to see 
every patient for every prescription). The NAO also argued that there is scope for 
improving methods of monitoring prescribing. According to the NAO the risks 
of repeat prescribing arise in the areas of drug wastage, delayed detection of 
changes in the patient’s condition, treatment may continue beyond the 
necessary period and patient compliance may not be monitored accurately 
(NAO 1993; Zermansky 1996). 

The NAO surveyed Family Health Service Associations, who oversaw GPs’ 
work, and found that 34 out of 90 FHSAs were taking, or were planning, action to 
examine repeat prescribing. Some GPs themselves were taking the opportunity 
to improve their repeat prescribing system as they computerized their practice. 
The NAO also found support for community pharmacists to undertake repeat 
prescribing (Gidar 1996; NAO 1993). 

Yet the NAO reported that there was a lack of readily available information on 
repeat prescribing especially information for GPs to act on. The NAO advised the 
Department of Health to consider systems to improve GP information. One 
suggestion being to add it into information available from the Prescribing 
Analysis and Cost (PACT) data system (Harris 1996; NAO 1993). 

The Audit Commission’s report on A Prescription for Improvement (Audit 
Commission 1994) suggested various ways to save money on the drugs bill by 
changing local practice. The Commission went into some detail on how to 
achieve the savings. It suggested that £275m could be saved from the NHS drugs 
bill by reducing excess prescribing (the Commission called it over-prescribing); 
£50m through the use of more generic drugs (generic substitution, using copies 
of ex-patented drugs); £45m through reducing the number of products used of 
limited clinical value; £30m through the development of more appropriate use 
of expensive drugs; and £25m through the substitution of cheaper but similar 
therapeutic drugs (therapeutic substitution). Overall the Audit Commission 
suggested ways to make savings of £425m by a more focused approach to 
prescribing. That £425m saving, if it could be realised, would have represented 
11 per cent of the NHS drugs bill in 1995-6. There is no evidence that the 
identified savings emerged (Jolly 1996). 

In 1994 the House of Commons Committee on Health (Health Committee 
1994), in reviewing the NHS drugs market, put forward various recommenda- 
tions. The committee recommended that: the marketing code of the 
pharmaceutical industry be tightened up; exemptions from the prescription 
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charge be reviewed; policy and budgetary implications of deregulating drugs 
from being available only on prescription to being available without a 
prescription be reviewed; price and profit regulations between the industry 
and government be made more transparent; and that generic drugs should be 
dispensed when possible. The committee also recommended that the 
Department of Health establish a national list of drugs that could be used in 
the NHS. 

In response to the House of Commons report, the government rejected the 
idea of the national list of prescribable medicines saying that it would be 
administratively too expensive. The government did, however, argue that it was 
seeking good value for money from drug expenditure. As to the transparency of 
the price and profit negotiations between the drug firms and the Department of 
Health, the government said it would publish a report on that business. Finally, 
the government made no commitment on reviewing the NHS prescription 
charge nor did it commit itself to compulsory use of generics. 

These documents suggest just some of the intricacies and complexities of 
the NHS drugs market. They also suggest a renewed interest in drugs policy 
and administration. The next section of this article, section I, explores the 
growth in the NHS drugs bill and then analyses the driving factors of the total 
NHS drugs bill. Section II opens out the discussion and section IV presents the 
conclusions. 


U THE DRUGS BILL AND DRIVING FACTORS 


From the inception of the UK National Health Service health care has been 
provided generally free at the point of consumption to UK residents and 
financed out of general taxation. Current, 1995-6, figures show that 83.9 per cent 
of the NHS finance comes from general taxation: 12.7 per cent from National 
Insurance and 3.4 per cent from patient payments (on drugs, dental care, optical 
care, and health care assessment resulting from road traffic accidents). 

The NHS drugs market can be divided into two sub-markets: hospitals’ and 
GPs’ drugs market. There may be significant differences in the size and rate of 
growth of these markets: it is possible that government policy is orientated 
towards one sub-market because of its size or growth in its drug bill. Figure 1 
shows the real rises in the NHS drugs bill since 1982: the total drugs bill, the GPs’ 
sector and the hospitals’ sector. The nominal data has been adjusted for inflation 
by the GDP deflator to yield a real (inflation adjusted) drugs bill figure. 

Note the lack of change in the hospitals’ real drugs bill. Three aspects may 
have kept the hospitals’ drug bill relatively static in real terms: the wide use of 
generic drugs in hospitals, the use of lists of restricted drugs or drug 
formularies (Reilly 1996); and that drugs sold to hospitals are considered to 
be cheaper than those available from prescribing doctors (Harris 1996; Meads 
1996). 

The idea that all the government ever wants to do is reduce the headline 
figure drugs bill is partly specious: much UK policy has been designed to 
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condition the incentives for the NHS health care professionals and patients to 
drugs; some policy has been designed to improve the knowledge of the costs of 
their action; and other policies have been seeking a better balance between 
incentives for the drug industry to continue to base Research and Development 
and manufacture in the UK with the need to condition government expenditure 
on drugs. 

Table 1 identifies the variety of policies and pressures on the pharmaceutical 
environment. These pressures are interrelated in various ways. In order to 
illustrate the variety and complexity of the issues involved in driving the drugs 
bill, some of the policies and pressures noted in table 1 are reviewed. 


Access to the market 

As a result of the thalidomide tragedy of the early 1960s the UK established 
under the 1969 Medicines Act that drugs would need to have a market licence 
before they came on to the UK market. To get a market licence the company has 
to show that their product meets the official requirements of being safe, 
efficacious and of an acceptable quality. The time it takes to bring a product to 
the market has now increased from two years to ten and the costs of bringing a 
drug to market has risen from £10m to £100m per product (Griffin 1992). Fewer 
and more costly drugs indicate that drug companies would require higher 
prices or greater volumes (or both) from their products in order to recoup costs 
incurred. This in turn leads to a higher drugs bill. 
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TABLE 1 Policies and pressures on the drugs bill 


The requirement of needing a drug licence before marketing: 1971, ongoing. 
Swifter access in the drug licensing system: 1981, ongoing. 

Extension of product patent protection to 20 years: 1986, ongoing. 

Changes in the pharmaceutical price control scheme: 1984, 1986, 1993. 
Government requests cuts in the drugs bill: 1983 twice. 

Government requests 2.5% price cut: to last 1993-1996. 

Increases in the NHS drug user charge. 

Changes in exemptions from the drug user charge. 

Deregulation of prescription drugs to non-prescription status: 1982, ongoing. 
Excluding some drugs from NHS reimbursement, 1985, 1993-ongoing. 
Increases in self-medication. 

Introduction of indicative budgets: GPs, 1991, g- 

Introduction of real budgets: GP fundholding, 1991, ongoing. 

Improvements in the drug information system (PACT), ongoing. 

Increased use of generic drugs. 

Medical advances: new drugs, new uses of older drugs, new medical interventions. 
Pharmaceutical com advertising and promotion expenditures. 
Changes in the numbers of medical professionals: more doctors and pharmacists. 
Allowing other professionals to prescribe drugs, e.g. some nurses. 

The drive towards a primary care-led health care system. 

Demographic and wider socio-economic trends, greater expectations. 

The European Union. 


In 1981 the drug licensing system was altered to allow new drugs a ‘fast 
track’ to the UK market under the Clinical Trial Certificate Exemption (CTC-X) 
scheme. This scheme still allows exemptions in pre-market drug testing and so 
speeds up the access to the market. Swifter access to the market encourages 
more entry, lowers the costs of bringing a drug to market and so depresses the 
amount of revenue a drug company needs to cover costs. Relatively few drugs 
however have actually come through the CTC-X route so limiting any downward 
impact the scheme could have on the drugs bill. 

Until 1986 drugs could have sixteen years product patent protection. In 1986 
the nominal patent life was increased to twenty years. However, half the patent 
life is taken up by the pre-market test requirements so that the effective market 
patent life is about half the nominal patent life. The extension of patent life 
suggests greater protection from competition and an opportunity to hold a high 
drug price until competition exists in the form of alternative drugs. In contrast, 
however, there has been an increasing number of drugs whose patents have 
expired which opens more opportunities for generic drugs to enter the market. 
Generic drugs are usually priced well below the ex-patent product. If ‘brand 
names’ are important to doctors or patients then the switch into generics will 
not be 100 per cent and so the drugs bill will not fall as much as it could (Feely 
1996). 

Licence requirements, speed of access and patents can all affect the drugs bill 
with the licence requirement raising the bill, as fewer but more costly drugs get 
onto the market, but the CTC-x speed of access and patents lapsing could lower 
the growth in the drugs bill. On balance the former set of driving factors 
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outweigh the latter and therefore the drugs bill will continue to grow. The 
Association of the British Pharmaceutical Industry (ABPI), a pharmaceutical 
industry representative body, continues to produce evidence which they 
suggest shows that UK doctors are increasingly conservative in their use of 
new drugs. Indeed government data also shows that new drugs account for 
little of the growth in the drugs bill: in 1990 new drugs accounted for 1.6 per 
cent (£48m) of the growth in drugs bill (POST 1993). 


The pharmaceutical price control scheme 
Since 1957 the UK government and a pharmaceutical industry representative 
body, the APBI, have operated a voluntary agreement over the incentives and 
rewards to pharmaceuticals sold to the NHS. Up until 1969 drug prices were, to a 
limited extent, regulated (Hancher 1990; Sargent 1985). Since 1969, drug profits 
on sales to the NHS have been controlled. 

From 1969 the government and the APBI reached agreement about the 
allowable rates of return on capital employed (ROCE) in selling drugs to the NHS. 
This ROCE was the rate agreed for industry at large: each firm had its own 


`. allowable rate in the industry band determined from bargaining in private and 


in confidence with the Pharmaceutical Industry Branch (PIB) of the Department 
of Health. Financial penalties can exist if the drug company makes more than its 
allowable rate and the regulations hold whether or not the firm is a member of 
the APBI. 

Despite its name the pharmaceutical price regulation scheme (PPRS) controls 
drug profits on sales to the NHS. The initial profit agreement has been subject to 
alteration over time (in 1978, 1984, 1986, 1993). The 1986 Agreement allowed 
generic drugs exemption from the PPRS regulations. This move can be traced to 
the 1982 Greenfield report which recommended greater use of generic drugs in 
the NHS. At the beginning of 1982 generic drugs made up less than one-fifth of 
all NHS drugs dispensed; by 1992 the proportion had increased to 43 per cent 
and in 1995-6 the figure was 46 per cent. Part of this growth in generic use could 
be due to the exemption in the 1986 PPRS agreement but it must also be 
partly true that financial awareness of doctors and hospitals about their drugs 
had a role to play in the development of lower priced generics (Feely 1996; 
Sleator 1996). Patent expiries must also have had some influence on the use of 
generics. 

The 1993 PPRS Agreement is due to last until 1998. According to Mr Melvyn 
Jeremiah of the DOH, the purpose of the PPRS is ‘all about keeping the lid on’ a 
growing NHS drugs bill. Yet the explicit objectives of the 1993-8 PPRS Agreement 
are more complex, i.e. to: 


secure the provision of safe and effective medicines for the NHS at reasonable 
prices; promote a strong and profitable pharmaceutical industry in the 
United Kingdom capable of such sustained research and development 
expenditure as should lead to the future availability of new and improved 
medicines; encourage in the United Kingdom the efficient and competitive 
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development and supply of medicines to pharmaceutical markets in this and 
other countries (The Agreement 1993). 


That is, the scheme seeks a balance between incentives for the industry in the 
UK and control of government drug expenditure. 

The government announced it would publish a report on the business of 
the PPRS from 1996. The report made the PPRS more transparent but any 
information that is confidential or has commercial value to the drug companies 
is not available to a wider audience (PPRS report). The government has not yet 
decided if the next PPRS report will include a section on due process (the 
government departments explaining their decisions and why they came to 
them). 

The scope of the 1993-8 scheme relates, like previous versions, to sales of 
products to the NHS: generic drugs continue to be excluded. New products are 
also exempt from the 1993-8 PPRS for their first five years in the market. 

Under the 1993-8 accord, the allowed rate of return on capital employed 
(ROCE) on sales to the NHS is 17-21 per cent per annum. This allowed rate is not 
a guaranteed ROCE: if firms achieve it they can, in general, expect to be able to 
keep that ROCE: if they do not reach the band the government does not make up 
the residual for that year. Furthermore the government does not allow drug 
companies to increase prices just to meet their allowed rates of return. 

Yet the allowed ROCE band can be breached: this is the discretionary area 
above the band, called the margin of tolerance, that companies may be able to 
achieve and more importantly for the companies an amount that they may be 
able to keep. The margin of tolerance is allowed under two scenarios: if the 
government is satisfied that the surplus is a result of good management of the 
firm or if the surplus was as a result of successful new products sales in excess 
of the drug companies expectations. Otherwise if the company makes more 
than its allowed rate then the government can demand price cuts or payments 
from the firm: such payments have already occurred but there is no information 
on the amounts involved nor of the calculus used. 

The 1993 accord allows drugs to escape from the regulation. ‘After 
consultation with the Association (the ABPI) the Health Departments may 
determine additional classes of NHS medicines which may be excluded from the 
Scheme where there is evidence that there is price competition that enables this 
to be done without additional costs to the NHS’ (The Agreement 1993, para. 3.4). 
For instance if a new product X comes onto the market at a price below similar 
products’ prices and if in response those similar products lower their price, 
provided all this does not cost the NHS more (the government have provided no 
formula(e) to make the calculations), this would seem to qualify for the escape 
route. However, prices following each other down can equally be considered a 
signal of anti-competitive practice as one of competitive practice and 
competition (Vickers 1994). Use of this escape route would in principle lower 
the drugs bill but even by mid-1996 few products had actually used the route so 
any effect on the bill is at best small. 
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Price cuts 

As a general attempt to make savings in the NHS drugs bill the then Department 
of Health and Social Security (DHSS), Secretary of State (Norman Fowler) 
announced in July 1983 that the NHS drugs bill would have to be cut by £25 
million in the 1983-1984 financial year. It was assumed by the DHss and others in 
government that the savings would come through the medium of the PPRS. 
However, it was left to the discretion of drug companies how best to achieve the 
cuts. The drug industry responded with a combination of price freezes and an 
administrative reduction in their Annual Financial Returns (accounts) to 
government. However, drug companies were allowed to change their 
expenditures administratively to match their changed incomes with the intent 
of retaining their ROCEs. In December 1983 the government announced that they 
wanted a further cut in the NHS drugs bill of £25 million. As yet there has been 
no publication of any satisfactory evidence to suggest that the savings were in 
fact made: even looking, for instance, at changes in drugs bills, as seen in figure 
1, will be of little assistance unless one can successfully tease out the other 
elements that are associated with the growth in the bill and find a statistical 
significant numeric value for the impact of government policy. Furthermore, 
data showing ‘DOH disallowed’ price increases may not be robust evidence to 
support a claim of savings made on the NHS drugs bill (Harris 1996). 

In 1993, the Department of Health, under Kenneth Clarke, requested a 2.5 per 
cent price cut on NHS drugs. After agreement in principle in August 1993 over 
the 1993-8 PPRS, the 2.5 per cent price cut was to take effect from October 1993 
and to hold for three years. All drug prices need not be cut by 2.5 per cent 
indeed, some could be cut by more, some need not be cut at all and some could 
rise: all that the government wanted was for the drug firms to use their 
discretion and achieve a 2.5 per cent price cut on the basket of drugs it sold to 
the NHS and for the fall to remain in place until 1996. Other options were 
identified by government: one being that drug companies could pay the 
government a lump sum in lieu of a price cut. In mid-1996 correspondence with 
three pharmaceutical companies indicated that this option was indeed used but 
on closer questioning no data was available from the government or the firms 
involved as to how much was paid or on exactly how the payments were 
calculated. The lifting of the ‘three year price cut’ in 1996 opens major 
opportunities for drug price rises which in turn suggest a further increase in the 
drugs bill. 


Reimbursement lists 

The government has periodically informed hospitals and GPs of drugs that it 
did not want to be used in the state health care system. This idea can and is 
being reinforced by the use of different types of reimbursement lists. Although 
there has always been some products unavailable in the NHS, in 1985 the 
government produced a list of six hundred products in seven therapeutic 
classes that were not henceforth permitted to be dispensed nor paid for under 
the UK state health care system (the blacklist). The list included products in 
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therapy areas of analgesics for mild to moderate pain; antacids; benzodiaze- 
pines (tranquilizers and sedatives); cough and colds medicines; laxatives; tonics 
and bitters; and vitamins (Harris 1996). 

At the time of introduction many in the pharmaceutical industry felt that it 
was the thin edge of the wedge but the government remained equivocal. 
Neither the doctors’ professional union representative body, the British Medical 
Association, nor the ABPI, was consulted on the list. Most of the products 
affected had alternatives available without prescription. Furthermore most of 
the products would cost less as a private purchase than through an NHS 
prescription. The list aimed to shift to the consumer the full cost of their 
consumption of these drugs. 

“The government has claimed that it made large savings from the operation of 
the limited list scheme, £75 million in 1985-86 (alone)... and that significant 
savings continue to be made’ (Bloor and Maynard 1993). Yet the government 
calculation of the £75 million saving is interesting: it is simply the cost of the 
products to the NHS in the year previous to being delisted. The net savings on 
the drugs bill are not known. Reilly et al. (Reilly, Brown, Taylor and Webster 
1986) found a large increase of prescriptions for H,-antagonists following the 
delisting of other antacids. Hence the delisting may shift prescribing into other 
more expensive NHS reimbursable drugs. 

It is also suggested that there are wider losses to the economy as a result of 
the 1985 delisting: since 1985 no new medicines have been developed in the 
delisted categories which means a loss in potential new therapies. Whether any 
loss came to the wider UK economy as a result of the blacklist remains 
unknown. In November 1987 the government said that it had ‘no plans at 
present to extend the selected list scheme into other therapeutic areas’ 
(Department of Health 1987). In 1992 rumour had it that another blacklist 
was to be written up and in early 1993 this turned out to be government intent. 
The ten new therapy areas covering 1,500 drugs to be considered were: anti- 
diarrhoeal, appetite suppressants, contraceptives, treatments for allergic 
disorders, hypnotics and anxiolytics, skin treatments, treatment for vaginal 
and vulval conditions, treatments for anaemia, topical anti-rheumatics, 
treatments for ear and nose conditions. This time some prior communication 
between the drug industry, the medical profession and government had taken 
place: this may explain why the policy made slow progress: by 1996 only 63 
drugs were blacklisted and only one of them was a prescription only medicine, 
as the others were available without a prescription (Harris 1996). Another factor 
slowing progress is the lack of full criteria for selecting the drugs for delisting. 
One working assumption is that the product’s ‘price’ will be the catalyst for 
delisting: if the drug company would not accept the price as referenced in a 
government letter to the drug company then the product will be eligible for 
delisting. The 1993 ongoing blacklist exercise could lower the NHS drugs bill but 
as with the first blacklist in 1985 the NHS drugs bill may actually rise, owing to 
doctors and patients switching to more expensive NHS drugs as noted by Reilly 
et al. 
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According to a survey of 1000 Gps in 1993 (MILPRO 1993), doctors were not 
convinced that the introduction of this negative list would enable them to 
maintain their present standards of care. Furthermore there is rising concern 
over the safety of the medicines involved (e.g. ibuprofen), particularly as these 
drugs have in the past posed problems in consumption. It is doubtful if the 
UK’s voluntary system of reporting of side effects of drugs will capture all 
problems encountered in drug consumption and it is uncertain if the 
pharmacists have in place suitable information and monitoring systems to 
reduce or adequately report on the risks and side effects involved (Blenkinsopp 
and Bradley 1996; Harris 1996, Meads 1996; Reilly 1996; Sleator 1996). 


Formularies 
Hospitals have had in place their own restricted formulary of which drugs they 
prefer to use. The idea of the formulary is to limit the range of drugs to be used. 
The choice of drugs for inclusion in a formulary is usually based on a variety of 
evidence and preferences: therapeutic efficacy, generic drugs, and price being 
three factors (Reilly 1996). Although many hospitals have formularies, the 
precise criteria for getting on a formulary differs between hospitals. 
Coterminous formularies have also recently been written up between 
hospitals and cohorts of GPs. Joint formularies are also being designed by 
some of the new health commissions that purchase health care on behalf of their 
local population (Harris 1996; Meads 1996). These health commissions came 
into effect in April 1996 as a result of the merging of district health authorities 
(purchasing health care on behalf of their residents) and family health services 
associations (overseeing GPs) (Ranadé 1995). Although formularies may be 
expected to have a downward effect on the growth of the drugs bill the actual 
effect may be to raise the bill. This outcome happens where clinicians use drugs 
in the formulary that may cost more than other drugs but actually have 
proportionately greater clinical benefits, i.e. the drugs of choice in the formulary 
are perceived to be ‘better value for money’. 


Deregulation of prescription drugs 
Another way to affect the NHS drugs bill is to change the classification of the 
products. The government is now more actively declassifying NHS drugs 
(Blenkinsopp and Bradley 1996; Thomas and Noyce 1996). Drugs that were once 
available only on prescription are now available without a prescription. This 
shift means they can be bought by the patient at the pharmacy without the need 
for prior GP consultation. Only two products were declassified from 
prescription to non-prescription status in 1983, one each in 1985, 1986 and 
1987, three in 1989, two in 1991, six in 1992, thirteen in 1993, seven in 1994, five 
in 1995 and an expected ten in 1996 (Blenkinsopp and Bradley 1996; Harris 
1996). 

The impact of deregulation on the drugs bill is complicated by two factors: 
first, many drugs are allowed dual prescription and non-prescription 
classification. Second, and relatedly, some of the drugs available without 
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prescription are usually product differentiated in that they are of lower dose 
strength, to be used for shorter durations and for different clinical indications 
than their prescription counterpart. Glaxo’s ‘Zantac’ and Smithkline Beecham’s 
‘Tagamet’ are examples of dual classification. Nonetheless declassifying drugs 
from prescription status to non-prescription status makes the patient and not 
the public pay for the drugs and therefore can be expected to lower the growth 
in the NHS drugs bill: unless of course patients and doctors switch into other 
substitute drugs still available on NHS prescription. 


Drug budgets 

Since April 1991 all general practitioners in the UK have been allocated 
indicative drug budgets. These budgets indicate the expected drug expendi- 
tures of the GPs. The intention of the indicative drug budget is, according to 
some, to place ‘downward pressure on expenditure on drugs’ (DOH, Working for 
Patients 1989): others have argued it is to ‘support the promotion of rational 
prescribing’ (Audit Commission 1994). The indicative budget allocated to all 
GPs was initially based on historic costs but now is being based on the age, 
gender and resident status of patients on the GP’s list (Harris 1996). 

The indicative drug budgets build on the Prescribing Analysis and Cost 
(PACT) information system (Audit Commission 1994; Ferguson 1996). PACT yield 
detailed information to GPs about their and others prescribing volumes, costs 
and trends. If the indicative budget is overspent then the practice is audited, 
compared with others and any necessary action is taken to resolve problems 
(e.g. excess prescribing) with help from the health commission. 

There are no penalties for going under the indicative budget but the 
indicative budgets can influence drug prescribing behaviour in three ways: 
indicating what is expected of doctors on drugs bills; providing doctors with 
incentives to take greater interest in drug bills; and by getting GPs into the habit 
of receiving and using drug prescribing data (Ferguson 1996). 


Real budgets 

Another way to give doctors the incentives to consider their drug actions is to 
give them their own budget with which to buy a range of health care services 
for their patients. Since 1991 general practitioners who meet certain criteria 
(mainly the number of patients on their list) have been allowed to run their own 
budget (the money coming in from the Department of Health). Enabling general 
practitioners to become fundholders to purchase an increasing array of health 
care services for their patients continues to be a main strand of government 
health policy (Coulter 1995; Ham 1996; Meads 1996). In October 1994 the 
Secretary of State for Health announced that the entry criteria to become GP 
fundholders would be reduced in 1996 to a practice list of 3,000 patients to buy 
non-hospital care, or 5,000 patients on the GP’s list are needed to have a budget 
to buy an increasing range of services both in primary and secondary care. A 
third type of fundholder now emerging is the ‘total purchaser’ who buys all 
health care services including drugs, Accident and Emergency care for their 
NHS patient. Total GP fundholding was first piloted in Bromsgrove, Berkshire, 
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Runcorn and Worth Valley and extended to 135 GP practices covering 3 million 
patients in 1995-6 (Colin-Thomé 1996). 

Although some evidence suggests that fundholding has helped to curb 
increases in prescribing costs (Bradlow and Coulter 1993) the evidence 
produced so far is not robust enough to make any firm conclusions. One 
reason is that since the GPs’ fund is initially contingent on what happened in the 
year previous to becoming a fundholder, the GPs have a perverse incentive to 
inflate their drugs bill prior to becoming a fundholder so that they receive a 
larger drugs bill than otherwise (Coulter 1995; Meads 1996; Ranadé 1995). It is 
then easier to show savings in the bill the year after (Bradlow and Coulter 1993). 
Recent government data on GPs’ net ingredient drug costs per prescribing unit 
(£/PU) shows no significant difference between the rate of growth of GP 
fundholders’ drugs’ bills compared to non-fundholders’ drug costs. In 1991-2, 
GP fundholders’ drug costs were £36.92 whereas the non-fundholders’ costs 
were £38.84: by 1994-5 the figures were £50.42 and £52.28, a growth of 36 per 
cent and 35 per cent respectively (Malone 1996). 


Drug information 
Another instrument brought more explicitly and more systematically into use 
from the late 1980s is information on prescribing. The Prescribing Analysis and 
Cost (PACT) is part of the GP auditing system. The PACT information, which may 
relate to the individual Gp, their practice, local trends or more aggregate trends, 
has a variety of uses. It can inform the GP (whether or not fundholding) of their 
position and practice behaviour: it can thus act as a benchmarking system; it can 
also be used to condition GP behaviour, e.g. if they prescribe in excess of local 
trends; and to show where reductions in the drugs bill can be made (Audit 
Commission 1994; Harris 1994; Harris 1996; NAO 1993). PACT information also 
has an educational role for GPs in addition to a management role for GPs who 
can use the data to improve their own practice. However, health professionals 
knowledge of drugs costs continues to show that there is still considerable room 
for improvement (Mills and Chaffe 1993; Ryan, Yule, Bond and Taylor 1992). 
Indicative drug budgets and PACT together may help reduce the growth of the 
drugs bill of individual doctors. However some doctors have seen the indicative 
drug budget as a target to reach so raising their drugs bills to reach the target. 
PACT information likewise has been used by some GPs to elevate the ‘so-called’ 
underperforming of GPs. There have been cases where a GP under the local 
average on the NHS prescription bill elevated the bill in the next period. The 
classic problem is not the perverse incentives involved but more precisely what 
does ‘below average’ mean? Does it mean that the GP is efficient? Or does it 
mean the GP is inefficient (Bishop, Kay and Mayer 1995; Harris 1996; Meads 
1996)? 


User charges 


One of the most politically charged instruments in the NHS pharmaceutical 
environment is the prescription charge. This charge is levied at a fixed rate per 
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item. The prescription charge has increased in nominal terms from £0.45 per 
item in 1979 to £5.50 per item in 1996. However, about 50 per cent of the 
population is exempt from the charge. The 50 per cent who are exempt, 
however, do account for 80 per cent of all prescriptions dispensed. 

O’Brien (1982) argues that the charge is akin to a regressive tax on the sick. 
Some research suggests a relationship between the charge and prescriptions. 
Ryan and Birch (1989) found that, over the period 1979-1985, increases in the 
user charge was associated with reductions in numbers of prescriptions for non- 
exempt patients: a 10 per cent increase in the charge results in a 1 per cent 
reduction. Lavers (1989) found the total gross reduction in general to be 
between 1 per cent and 2 per cent. O’Brien (1989) on data covering 1969-1986 
found a 3.3 per cent gross reduction and Smith and Watson (1990), using UK 
Family Expenditure Survey data for the period 1974-1984, found a 5 per cent 
reduction. These results were sidestepped when government argued that “There 
is no evidence that increases in charges deter people from getting the medicines 
they need’ (House of Commons 1989). Hughes and McGuire (1995) explored 
relationships between the prescription charges and prescription use by using 
cointegration analysis. Over data covering 1969-1992 they found a mean gross 
reduction in prescription volume of 3.2 per cent. A higher prescription charge 
then may be expected to temper the use and, therefore, growth in the drugs bill. 


Demography, wider economic and social trends 

Other factors can affect the drugs bill such as demographic change. Since it is 
often claimed that most of the drugs go to older people, then the ageing of the 
UK population can be expected to increase the NHS drugs bill. Indeed 
government data shows that the net ingredient cost of drugs to the elderly 
(over 60 for females, over 65 for males, DOH classification), adjusted for 
inflationary factors, has increased in real terms by 237 per cent since 1978; the 
total cost of NHS drugs for the elderly rose from £376m in 1982 to £1,123m in 
1992. The net ingredient drug costs rose from £44.50 per capita in 1982 to 
£127.70 per capita in 1992 with the average number of prescriptions increasing 
from 13.4 to 18.9 in the same period (an increase of 41 per cent) (POST 1993). The 
elderly in the UK, completely exempt from user charges, seem to be having 
more drugs per head and on average more expensive drugs. As the UK 
population grows older the NHS drugs bill will continue to rise. 

It has often been suggested that unemployment has a role to play in health 
and demands on health care (Abel-Smith 1994; Arber 1987; Harris 1996; OHE 
1993). The precise relationship must be complex since it may not just be those 
registered unemployed who need more drugs, or that they may get free NHS 
drugs, but it could be that a growth in the number registered unemployed 
causes distress and concern to those fearing that their own job or that the job of 
their partner will be lost (i.e. insecurity, stress, depression, anxiety). Hence they 
may need some form of health care intervention (e.g. anti-ulcer drugs, anti- 
depressants). Even if official unemployment figures fall, the job insecurity factor 
may still keep the drugs bill high. More detailed statistical analysis is needed to 
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shed a clearer light on any relationship between unemployment and the drugs 
bill (Health Committee 1994). 

The number of days lost through sickness could also have a role to play in 
affecting the drugs bill (Abel-Smith 1994). More days lost through sickness may 
imply a greater need for drugs. Again, however, reality will be more complex: 
available figures on number of days off work due to sickness does not capture 
the total of days lost to the economy by everyone’s sickness (hence it is, at best, 
only a proxy for morbidity); and that people are only registered ‘off sick’ if they 
are off for three or more consecutive days. 


Health professionals 
The number of unrestricted general practitioners may affect the drugs bills: one 
way would be through supplier induced demand (Mooney 1994; Pietroni 1996). 
This increase occurs where the suppliers generate a demand for their services 
and the services (e.g. hospital) to which they have access. Another influence 
though is that the availability of more doctors offers an easier access to doctors 
and so improved access to prescription medicines and enhanced health care. 
The number of pharmacists and chemists who dispense the drugs also has a 
bearing on the drugs bill in two ways. First, more pharmacists and chemists 
facilitate more comprehensive and timely access to drugs: patients can get their 
NHS drug dispensed easier and quicker. However, it will also be easier for 
patients to get non-prescription drugs if there are more pharmacists and 
chemists available and if there is a wider selection of drugs available without a 
prescription (Blenkinsopp and Bradley 1996; Gidar 1996; Thomas and Noyce 
1996). 


Policy emphasizing the primary care rather than hospitals 

Government policy of promoting a primary care-led NHS and greater scope for 
care in the community rather than in institutions (Ham 1996; Ranadé 1995) will 
raise the NHS drugs bill. It can be expected that care in the community coupled 
with greater emphasis on preventative care will increase the drugs bill. For 
instance, the government’s recent policies towards deinstitutionalization of 
mental health patients and the Mental Health Act could elevate Gps’ drugs bills 
where drug care in the community is the alternative to hospital care. Various 
authors argue that a primary care-led health care system and changes to the 
GPs’ contract could indeed result in more opportunistic surveillance or 
screening of people and affect the patterns of GP prescribing (Currie, Brownlee 
and Peters 1995). 

Additionally, it is most unlikely that the pharmaceutical industry is a passive 
player in the market (Craig, Malek and Beardon 1993). Indeed the drugs 
industry already brings out new products and identifies new uses for existing 
products (POST 1993) and it influences the PPRS (above). The drug industry can 
influence drug choices and therefore the drugs bill. Advertising and promotion 
expenditures must aim to influence drug choice and drug use. One plausible 
argument is that aggregate advertising would increase the aggregate drugs bill. 
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Advertising should elevate the demand for one’s good, thereby increasing the 
drugs bill; but advertising may also reduce the demand for alternative 
treatment interventions, thereby lowering expenditure on other drugs. On 
balance, how advertising affects the drugs bill remains to be fully explored 
(Craig, Malek and Beardon 1993) but a recent analysis (Earl-Slater 1996a) shows 
that advertising expenditure did have a statistically significant and positive 
affect on the rate of growth on the NHS drugs bill over the period 1982-1992. The 
impact issue is complex because prescription drugs can only be advertised to 
the writers of prescriptions and not yet to the consumers directly (i.e. to the 
doctors not to the patients, Sleator 1996). 


The European Union 

Finally, it has been argued (Earl-Slater 1996b; Hancher 1990) that the European 
Union had little influence on the NHS drugs bill in the past but that this is about 
to change, and in some areas change quite radically. There are various forces at 
play in the Union which are affecting the drugs industry and health care 
markets. First, the European Commission can now decide which drugs get and 
which drugs do not get a pan-EU drug licence. Before 1995 member states had 
sovereign power over which drugs they would licence for entry to their market. 
Under the new European licensing arrangements the Commission, facilitated 
by the European Medicines Evaluation Agency (EMEA), decides on pan-EU drug 
licences. This EMEA system is part of the drive towards a single market in the EU 
(Earl-Slater 1996b). 

The ability to get a pan-EU licence may lower the average drugs price in the 
UK. If the demand response to lower prices results in a higher volume of sales 
then the drugs bill may actually go up. If there is little demand-side response to 
lower average prices (as people do not get ‘more’ sick just because of lower 
drug prices (POST 1993)) then one can expect the drugs bill to be lower. Yet the 
pan-EU drug licence system may actually allow drug companies to set a high 
pan-EU price as happened recently. Thus, the NHS drugs bill is then more 
likely to rise as average prices go up. Exactly which way the drugs bill 
moves depends then on the demand price elasticity (ie. how responsive 
demand is to changes in prices) and to choice elasticity (the responsiveness of 
demand to changes in the choice of drugs available). Unless customers, 
hospitals and GPs become significantly more sensitive to the price of drugs and 
can secure them at lower prices (if they exist), the EU influence will be to raise 
the NHS drugs bill. 

Numerous factors and issues surround the growth and management of the 
NHs drugs bill. On balance, we contend the drugs bill will continue to rise as 
there are more forces driving the bill upward than there are inhibitors. Put 
slightly differently, the pressures and policies increasing the drugs bill more 
than offset any that may decrease it. This outcome not only raises questions 
about the efficacy and focus of policy but also a question about the value from 
any such drug expenditure. 
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IM WIDER ISSUES 


Data on the drugs bill tells us nothing about the quality of the products used, 
their actual effects and therefore little about the value for money from drug 
expenditure. Statistics are but one of the ways to gauge the behaviour and 
performance of markets. Yet looking at quantity ignores the qualitative aspects. 
Some of the successes of the drug industry are even more difficult to assess. 
How can one calculate the improvements in the quality of life or life expectancy 
to which pharmaceutical products have contributed? Or how can one calculate 
the benefits of pharmaceuticals which reduce the length of stay of the patient in 
hospital or those products that even reduce the need for hospitalization at all? 
Products which speed up the recuperation period also offer gains to society 
enabling patients to get back to work earlier than otherwise or the patient may 
be less of a burden on the rest of the family if they recover quicker whether they 
work or not. 

Furthermore there exists many pharmaceutical products which serve to 
prevent disease as well as alleviate the suffering of those burdened with ill- 
health (e.g. vaccines or anti-depressants). Thus 


It should also be remembered that some prescribed drugs may be used as 
preventative measures and can reduce or limit the need for hospital 
treatment. Pressure to reduce costs of such prescribing could in the long run 
prove more expensive for the NHS and could work to the detriment of the 
patient (House of Commons Social Services Committee 1989). 


The Audit Commission also reported that, if GPs were to prescribe half as 
many inhaled steroids as bronchodilators, drug expenditure would be 
increased by £75 million but it would be cheaper for the NHS as a whole 
because fewer people would be admitted to hospital with severe asthma attacks 
or complications (Audit Commission 1994). Additionally in Promoting Better 
Health, the government outlined ‘its commitment to increasing the emphasis on 
preventative care. The government recognizes that this may result in increased 
expenditure on drugs in general practice and is committed to meeting such an 
increase should it occur’ (Department of Health 1989). Savings to other parts of 
the health care system resulting from drug use are suggested in table 2. 

Some countries are taking steps to help answer the questions of value for 
money from drugs expenditure by making evidence of value for money a 
requisite for reimbursement. Australia is furthest down the road in requiring 
evidence of value for money from drugs prior to reimbursement but Canada, 
Mexico, France, Sweden, Italy, some States in the USA, the Ministry of Health 
and Welfare in Japan, and the Departments of Health in Thailand and Kenya, 
are currently looking towards policy requiring evidence of good value for 
money before a drug is paid for. However, a policy requiring evidence of good 
value for money may not lower the drugs bill. 

Since January 1993 the Australian government had in place a system whereby 
they will not pay for drugs on their Pharmaceutical Benefits Scheme unless 
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TABLE 2 Estimated savings, £ million, to NHS hospitals from twelve groups of disease’ 


1980 1985 1990 1994 
Asthma 6 0 0 at 
Bronchitis 36 80 104 183 
Diabetes mellitus -7 —2 18 43 
Epilepsy 10 14 —46 49 
Glaucoma 2 5 6 11 
Hypertension 47 85 185 322 
Mental illness 465 896 947 4167 
Other infectious diseases 106 185 311 700 
Peptic ulcer? 53 100 167 255 
Respiratory tuberculosis 321 570 940 1948 
Rheumatoid arthritis —8 15 17 62 
Skin disease 6 5 —10 —44 
a: Savings to NHS by drugs 1038 1952 2637 7689 
b: Drugs cost? 1000 1706 2797 4046 
Net Savings NHS from 38 246 —159 3643 


drugs a - b 


Notes: Changes in the classification of diseases over the period may affect strict comparability. 
Figures for 1990 relate to financial year ending 31 March. Negative figures indicate extra costs. 
‘Engiand and Wales. “From 1980, figures relate to ulcer of the stomach and duodenum. 
*Figures relate to NHS sales at manufacturers’ p rices. 

Sources: Estimates from Hospital In-Patient Enquiry and HES (DOH), OHE 


there is evidence of the drug being good value for money. The UK government 
is interested in securing good value for money from NHS drugs but it has not yet 
developed a systematic way of determining the economic worth of the 
medicines it buys. In 1994 it did produce guidance for the economic analysis 
of medicines with the ABPL The guidance is voluntary: hospitals and GPs are not 
required to follow it. Even if the UK government did go on from this and 
produce a compulsory requirement of good value for money from drugs it may, 
like Australia, find that the drugs bill still does not fall or even significantly 
slow down in its rate of growth. 


IV CONCLUSION 


The UK National Health Service drugs bill has been the subject of controversy 
since the inception of the NHS. This article has shown the trends in the total NHS 
drugs bill, the GPs’and hospitals’ portions. It then explored the wider backcloth 
to the NHS drugs bill, indicated and reviewed a variety of possible influences on 
it. Finally, we argued that drug expenditure yields little data about the value for 
money from such expenditure. Even with a value-for-money policy in place, as 
in Australia, the drugs bill still does not fall. 

This article has six conclusions. First, the NHS drugs bill will continue to 
remain high on the political agenda. Second, the government has only limited 
control over the bill. Third, the various policies and pressures may counteract 
each other. Fourth, the exact effects of the policies are unknown. Fifth, there has 
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been no rigorous assessment of the effects of various policies. Sixth, there is no 
robust evidence to suggest that the NHS drugs bill either does or does not 
represent good value for money. 
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THE CHANGING TERRITORIAL OPERATING 
CODE OF THE UNITED KINGDOM: EVIDENCE 
FROM NORTHERN IRELAND 


PAUL CARMICHAEL 


This article investigates the UK’s changing territorial operating code. The core theme 
discussed is that recent trends are captured by the Dual Polity thesis but that the model 
is undesirable as a medium for territorial management. The contention is that, whilst 
the conditions which sustained the old Dual Polity of 1920-70 as a credible territorial 
operating code had disappeared by 1979, the subsequent command code of the 
Thatcher era failed to subdue the Periphery or deliver stability and acquiesence in 
territorial management which the Centre craved. In response, the consequent 
upheavals of the 1980s encourage the Centre to fashion a new territorial code, 
approximating to the old Dual Polity. However, unlike its 1930 forbear, this recreated 
Dual Polity involves a sharply attenuated role for local government, leaving a system of 
sub-central governance heavily populated with quangos and joint boards comparable 
to a new magistracy and demonstrating the worst aspects of Britain’s own emerging 
democratic deficit. The article employs evidence from Northern Ireland as a model of 
the new Dual Polity in extremis, arguing that fresh thinking is required in policy- 
making. The Centre has been willing to countenance innovative new structures for the 
management of its most intractable territorial problem (Northern Ireland). The article 
concludes that a similarly novel approach is required for the UK, based on a 
recognition of the inapplicability of outmoded forms of territorial management, the 
inescapable consequences of the UK’s membership of the European Union, a 
reassessment of the role of each tier of government, and one which embraces the 
concept of subsidiarity. 


INTRODUCTION 


Only two decades after the upheaval occasioned by the Redcliffe-Maud 
(England) (1969), Wheatley (Scotland) (1969) and Macrory (Northern Ireland) 
(1970) reports, ministerial fiat has decreed that British local government needs 
structural reform. Single-tier authorities are preferred to existing two-tier 
arrangements. The proposals and their subsequent enactment are, however, 
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only part of a wider agenda which is transforming the governmental 
architecture of modern Britain and must be viewed in this light. 

This article has three sections. First, it analyses changes in UK territorial 
politics, by revisiting the Dual Polity thesis (Bulpitt 1983; and Rhodes 1987) and 
blending temporal analysis with theoretical discourse. Second, it assesses the 
emergence of a new Dual Polity, as evidenced from developments since the late 
1980s. Third, it offers criteria by which to survey the concept’s future utility, 
with a fresh insight into the position of local government and central-local 
relations in Northern Ireland. The province’s experiences yield constructive 
lessons for examining the Centre’s approach elsewhere in the UK. That is, the 
article explores how Northern Ireland exemplifies what a new Dual Polity may 
imply for Great Britain, given the nature of current reforms. The principal 
theme is that, whilst the Dual Polity thesis has heuristic qualities, notably in 
describing the Centre’s intentions towards the Periphery, from a normative 
perspective, such a reconstructed Dual Polity is not a desirable way of 
organizing territorial politics. Reflecting a deficiency in existing theoretical 
expository power, the article refines intergovernmental relations (IGR) to 
incorporate the implications for governance of the growing European 
dimension. The message for policy makers is equally clear. Instead of remaining 
cocooned in a train of thought steeped in traditional nation state terms, they 
should consider the principle of subsidiarity, as commonly understood in 
continental Europe, as an alternative model of territorial politics within the UK. 


A THEORETICAL FRAMEWORK FOR ANALYSIS - THE DUAL 
POLITY REVISITED 


The sphere of influence of each tier of government has been explained in terms 
of a Dual Polity — a particular territorial operating or governing code wherein 
UK local government's lowly status reflected a distinction between areas of 
‘high politics’ at the Centre and ‘low politics’ in the Periphery (Bulpitt 1983; 
Rhodes 1987). For Bradbury (1993), the Centre was the Prime Minister and the 
Cabinet. Traditionally, its territorial operating code concerned the realm of ‘high 
politics’ — defence, foreign policy and Sterling’s parity, being geared to 
maintaining a favourable ‘external support system’. The Periphery, usually 
local authorities, as the ‘pre-eminent territorial institution’, managed prosaic 
‘parish pump’ concerns — education, health and social services (Rhodes 1992, p. 
43). Economic policy did concern the Centre but its immediacy was reduced by 
an ability to exploit the vestiges of an imperial legacy. Centre-periphery 
relations were typified by a mutual concern to remain detached from aspects of 
policy questions not salient for either national or local political élites (Dunleavy 
and Rhodes 1988). Political Duality prevailed — governments and politics at 
national and local levels operated as two discreet spheres (Bulpitt 1989). 

The Dual Polity emerged after 1870, when the Periphery became a recurrent 
irritation for the Centre, signifying a crystallization of hitherto disparate forces 
for change. Also, changed global socio-economic conditions demanded 
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alterations to the territorial operating code. Under Lord Salisbury’s aegis, the 
code reverted to that which had ‘been an element in the English official mind 
for centuries’ (Bulpitt 1983, p.127) with changes ‘designed to ensure that dreary 
and time-consuming local affairs were hived off to local agencies and agents’ 
(Bulpitt 1982, p. 153). Local administration was municipalized with directly 
elected most-purpose councils. At the immediate sub-central level, the Scottish 
Office was established in 1885. However, Ireland proved intractable. Gradually, 
it was accepted that the ‘Irish problem could only be handled ultimately by 
separation’ (Gamble 1993, p. 74). The 1920 Government of Ireland Act and 
partition was thought to have settled matters. Despite southern Ireland’s 
secession and devolved government for the north, ‘the Irish settlement of 1920/ 
1 had a profoundly conservative impact on territorial politics’, removing 
impediments to the Centre’s power (Bulpitt 1983, p. 129). 

From 1921, the UK was relatively quiescent. A strong, magnetic pull from the 
metropolis (London rule and the virtues of the Union) depressed separatist 
tendencies. The Dual Polity endured thanks to ‘peripheral collaboration’, 
‘central autonomy’ and ‘favourable external circumstances’. The ‘collaborator’ 
thesis was expounded most forcefully by Gallagher and Robinson (1953) who 
employed the term in ‘a neutral sense: collaborators are local people willing to 
manage their localities broadly in the interests of the central authorities’ (Bulpitt 
1983, p. 100). ‘Central autonomy’ reflected the Centre’s desire to monopolize 
‘high politics’, minimizing peripheral incursions. In the absence of ‘weak or 
servile peripheral forces’, the Centre was ‘prepared to allow considerable 
operational autonomy to peripheral governments’ provided that ‘they do not 
challenge its autonomy in “high politics”’ (p. 65). ‘Favourable external 
circumstances’ flowed from an ‘external support system’ conducive to 
integrative forces that were preserving the UK and the distinction between 
Centre and Periphery, ‘high’ and ‘low politics’. However, after 1960, if the 
‘worried prognostications’ of those expecting the UK’s imminent collapse were 
not new, the fears were stronger than for a generation (Madgwick and Rose 
1982, p. 13). The basis of the Dual Polity was compromised by three key 
developments. 

First, strategic planning and modernization of the state posed questions over 
the nature of local government. For the Centre, effective local government was 
being prevented by outmoded and inefficient structures in its size, configura- 
tion, functions and internal management. The ensuing structural changes 
occasioned a politicization of local government. National parties mobilized and 
contested local elections enthusiastically (Young 1975). 

Second, ‘the Periphery was no longer politically supportive: the easy 
supremacy of the traditional collaborative élites had gone’ (Bulpitt 1983, p. 
168). Deference and collaboration by local councils was no longer assured. In 
the 1960s, Celtic nationalism was resurgent with spectacular by-election gains 
for nationalists in Hamilton and Carmarthen (Hechter 1975; Madgwick and 
Rose 1982). Only expenditure concessions allowed Westminster to retain 
authority and legitimacy. However, the most graphic threat came from 
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Northern Ireland. Atavistic accounts of Northern Ireland’s recent violence are 
flawed (Nairn 1977, p. 225) for, like GB, fundamentally, it was the province’s 
changing economic circumstances that threatened the Dual Polity even if the 
catalyst for dissent was a rejection of unfettered Unionist hegemony by a 
marginalized nationalist minority. The ‘new ‘troubles’ came less from ancient 
genes than from modern aspirations’ (Ryan and O’Dowd 1991, p. 227). With the 
establishment of the ‘parity principle’ in 1938, notwithstanding a resolve to do 
otherwise after partition, the Centre had long been encroaching subtly on the 
province’s ‘low politics’, urging its devolved government to embark on 
economic modernization, reform of government and improved social provision 
as part of a UK welfare agenda (Edwards 1970; Rose 1982, a,b). Despite 
London’s pressures, civil unrest ensued and escalating violence forced a break 
with a ‘long British tradition of reluctant last-minute intervention in Irish 
affairs’ (Ryan and O’Dowd 1991, p. 251). The subsequent arrangements upheld 
the divorce between Ulster’s ‘internal affairs’ and those of the UK as a whole. 
Overall, in bolstering its autonomy and upholding the Dual Polity, the Centre 
factorized the problem of sub-central government, involving distinctive 
measures for Scotland, Wales and Northern Ireland. Such ‘separate treatment’ 
can be interpreted as reinforcing national identities but, in the UK context, it 
facilitated the pre-eminence of Westminster and Whitehall. By accommodating 
nationalist demands, the dominance of the centre was perpetuated (Rhodes 
1992, p. 410). 

Third, a fiscal crisis emerged. A stagnant economy, currency devaluations, 
high inflation, mounting unemployment, and an increasingly unfavourable 
external support system hastened the UK’s retreat from the world stage (in 
terms of influence if not self-aggrandizement). Growing vulnerability to global 
economic trends forced successive governments to increasingly intervene in 
local government to ensure (as they perceived) the integrity of macroeconomic 
policy, presaging a new economic orthodoxy in Whitehall. ‘Hard times’ meant 
‘the Centre now had the potential to be a much harder, more interfering creature 
than ever before’ (Bulpitt 1983, p. 188). Quite simply, ‘it was not that the Centre 
had eliminated the distinction between “high” and “low politics”, rather that to 
sustain its “high politics” interests required more attention to its own backyard 
than before’ (p. 173). 

The golden era of the Dual Polity (1926-66) was over. The Centre was ‘denied 
the usual escape route of adventures in “high politics”’ (Rhodes 1992, p. 380). 
During the 1970s, political and economic instability haunted the minority 
Labour government. The nationalist threat heightened incoherence at the 
Centre, being compounded by the nature of Labour’s geographical constituency 
and reliance upon nationalist parties to retain power. Labour’s response to these 
threats smacked of reluctant convert not zealous proponent. However, the real 
sea-change occurred with Margaret Thatcher’s government. Unlike Labour’s 
monetarist experiments, the Conservatives warmed readily to social-market 
liberalism, renouncing consensus and 1960s-style institutional modernization, 
presaging a reassertion of state authority and an altered territorial operating 
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code (Rhodes 1987, pp. 31-2). In contrast with the opacity of Labour’s posture 
on devolution and the autonomy of individual local authorities, both 
devolution and deviant local authorities received short-shrift under the 
Conservatives. A firm majority in Parliament and a perverse ability to marshall 
adverse external factors for domestic ends enabled them to justify their 
stringent measures (Bradbury 1993, p. 15; Bulpitt 1986, p. 37). 

Having re-established its composure after the upheaval of the 1969-79, the 
Centre sought wholesale public spending cuts. An ‘easy target was spending at 
local level ... which led to all the accusations of centralization’ (Cochrane 1993, 
p. 48). The Centre would ‘decentralize the fiscal load of welfare [to local 
authorities] in order to pass down deficits’ (Keating 1993, p. 26). Traditional 
Conservative sympathy for local autonomy (in ‘low’ politics) evaporated as an 
increasingly Labour-dominated local government defied strictures for cutbacks. 
A perceived need to intervene and control for aggregate demand management 
purposes and to assert central authority was juxtaposed with a desire to remain 
detached from the minutiae of local government finance, a dilemma of 
Conservative politicians over the years (Butcher, Law, Leach and Mullard 1990). 

In their first two terms, despite accelerating the central grant abatement 
initiated by Labour, the Conservatives left a ‘policy mess’ (Rhodes 1984). The 
rapid growth in spending was checked but current expenditure proved 
impervious to pruning. Divergence from Whitehall ‘guidelines’ continued. 
With hindsight, in ‘an increasingly awkward politico-economic environment’, 
these early attempts were bound to fail (Bulpitt 1983, p. 212). Inflation remained 
stubbornly high; ratepayers as voters did not respond ‘rationally’ (that is, in 
accordance with the conventional wisdom of how local accountability operates); 
and, local elections produced record swings to an assertive New Urban Left. 
Remedial action joined a need to retain foreign exchange market confidence, 
warranting subjugation of the recalcitrant fora by legislation rather than 
exhortation. As is their habitual want, ministers did not proceed solely from a 
‘what is best for Britain’ perspective. Ideology, electoral expediency and a good 
measure of personal antipathy by the Prime Minister herself made ‘handbag- 
ging’ local government attractive. 

The approach occasioned problems. Whilst Mrs Thatcher led the Con- 
servatives ‘into radical commitments on rate-capping and the abolition of key 
local authorities’, [the result] was more a tale of muddle and cock-ups than a 
systematic grand strategy (Bulpitt 1989, p. 71). The government's policies were 
often simply ‘the consequence of following through the logic of other policies’ 
(Cochrane 1993, p. 48). Consequently, the ‘initial Thatcher territorial code was 
subtly altered by circumstance’ (Bulpitt 1983, pp. 221-2). Thus, ironically, the 
party identified with the Dual Polity jettisoned its traditions in favour of 
intervention — the ‘command code’. However, the period is more remarkable for 
what did not happen than that which did. A vacuum was created. Those issuing 
the commands failed to ‘comprehend that British government is differentiated 
and disaggregated ... To operate a code at variance with this reality is to build 
failure into the initial policy design’ (Rhodes 1992, p. 411). 
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Gradually, a qualified separateness emerged. Centre and periphery would 
attend to its own affairs but the Centre, in possession of a wider responsibility 
and national mandate, had the right to intervene as and when it thought 
justified. Thus, of the first Thatcher term (1979-83), ‘it seems that the 
Conservatives were attempting to recreate the old Dual Polity. It follows that 
the initial Conservative strategy was an attempted reconstruction of times past, 
rather than a revolutionary break from the past’ (Bulpitt 1989, p. 69). Certainly, 
it was another attempt to recreate the central-local relationship of the 1930s 
‘when the two levels of government knew their respective places. Local 
government becomes, once again, limited government — respectful and prudent 
within its confines and respectful to the central government. ... it merely 
reflects the more general counter-revolutionary vision of the various Thatcherite 
projects since 1979’ (p. 73). 

For the Centre, such a scenario was appealing. Had local councils acquiesced, 
then all would have been fine. A Dual Polity could have re-emerged with little 
fuss. However, events and conditions rendered illusory the status quo ante, the 
‘Ancien Regime’. The old Dual Polity had existed when councils were 
‘independent’ bastions. Party politics was largely absent given a ‘culture of 
apolitisme’ in the localities (Rhodes 1987, p. 25). The contradiction of local self- 
government and partnership within the unitary system was formerly resolved 
by manufacturing a common culture between Centre and Periphery. The 
‘territorial collaborators’ or ‘chaps’ did not overstep the mark. Compromise, 
‘mutual deference and appeasement’ existed between the political and 
administrative élites of the Centre and Periphery (Bulpitt 1982, p. 143). All of 
these features have long since vanished from today’s political landscape. 
Moreover, unlike the fiscally buoyant post-war years, ‘hard times’ presaged 
greater central involvement. Inevitably, when local authorities rely so heavily on 
nationally recycled resources, retrenchment raises the prospect of conflict. The 
‘resulting policy failures and plethora of unintended consequences were, 
therefore, inevitable’, leaving Conservative hopes dashed (Rhodes 1992, p. 97). 

As a theoretical device for explaining these changes and their desirability, the 
Dual Polity model has been criticized. Foremost is Rhodes’ (1985a, 1985b, 1986, 
1992) IGR model which represented a breakthrough in how the state is 
conceptualized. The IGR model posited a sophisticated framework for under- 
standing the changing nature of UK central-local relations, arguing that the 
UK’s Centre and Periphery no longer operated discretely as the polity possesses 
an array of intergovernmental policy communities and networks, displaying 
ambiguity, uncertainty and confusion. Rhodes outlined five particular 
difficulties with the Dual Polity thesis. First, he was uneasy over the term 
‘territory’. Bulpitt’s definition ‘is so extended as to become difficult to separate 
from the wider polity’ (Rhodes 1992, p. 33). Second, as a macro-political study, 
the inability to posit a counterfactual is a key deficiency since ‘the central 
autonomy/collaboration theses are untestable, they cannot be disproved’ 
(Bulpitt 1983, p. 239). Third, the high/low politics distinction is tautological, 
that is, ‘because the policy or function is a local government responsibility, it 
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must be “low politics”’. Fourth, ‘imputing intentions and assumptions to the 
behaviour of central élites is an equally unsatisfactory source of data’. Finally, 
the model does not accord due primacy to the role of local government as the 
foremost territorial institution (Rhodes 1992, p. 33). 

Rhodes’s model retains its attraction from a normative perspective (that is on 
how things ought to be) but, recent trends in IGR cast doubt on its continued 
veracity as an accurate description of contemporary circumstances. At the very 
least, it might be contended that recent events demand some reconsideration. 

Rhodes’s specific criticisms of the Dual Polity thesis do not prevent its 
utilization. First, definitional problems over the term ‘territory’ are not 
insuperable. Rhodes accepts the crucial importance of the territorial imperative 
and Bulpitt’s (1983) contention that the UK is a unitary but multinational state 
whose construction was forged long ago. Indeed, Rhodes (1992) observed that, 
as ‘unitarism comes in as many guises as the more widely documented species 
of federalism’ (p. 69), so the territorial imperative is an important aspect of the 
policy process. Accounts steeped in notions of homgeneity neglect this fact at 
their peril (Gamble 1993) for, just as regional and national identities and 
economic structures produce differential government (Bulpitt 1983; Madgwick 
and Rose 1982), so the potential for policy transfer between the UK’s constituent 
parts and administrative systems is very real. As yet, the Centre has not sought 
to impose a uniform pattern of administration. A ‘factorized’ polity exists 
whereby the Centre’s needs are secured by ‘separate treatment’ of the UK’s 
constituent parts (Rhodes 1992). This factorized polity ‘involves considerable 
administrative diversity within a system which rests on pluralist values ... 
with an elaborate system of local government, the patterns of which vary 
considerably between the four countries’ (Midwinter and Carmichael 1994, 
p. 1). Rhodes himself quoted approvingly from the earlier work of Ashford 
(1976) and Tarrow (1978) and his resultant typology is outlined in figure 1. 

Second, the testability or otherwise of a theory should not, of itself, vitiate its 
utility. Such a drawback afflicts all macro-political studies. Rather, what is at 
hand is ‘a plausible reading of United Kingdom territorial development’ 
(Bulpitt 1983, p. 239). Since holistic approaches are self-defeating, there is a need 
for a focused analysis. It would be crass to suggest that the Dual Polity thesis 
can explain all aspects of the changing role of UK local government from 1979 
into the 1990s, nor is it claimed. It offers no more of an epistemologically 
privileged insight than competing interpretations. It does rely on the notion of a 
Weberian ‘ideal type’ (that is, of high and low politics) whose typology 
facilitates empirical investigation. 

Third, inevitably, imputing motives to central élites is fraught with danger. 
However, as Bulpitt (1983) observed, ‘not only is there the well-known problem 
of secrecy, but what does one do with an inarticulate or silent Centre, which 
rarely makes public its code of practice in the territorial sphere?’ (p. 57). 
Determining what underscores the Centre’s approach can be gleaned by 
analysing ministers’ views in their media pronouncements, parliamentary 
answers and election manifestos. Given the British state’s benign indifference to 
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FIGURE 1 The scope of sub-central government 


its ‘internal colonies’ as well as its former external estate, it ‘seems plausible to 
suggest that most central government, most of the time, will settle, in an 
awkward world, for a quiet life’ (pp. 29-30). 

Fourth, the suggestion that Bulpitt fails to accord due primacy to the role of 
local government is somewhat surprising when one analyses the period since 
the 1970s. The IGR model is incisive insofar as local authorities did demonstrate 
indefatigable resourcefulness in pioneering new initiatives and in resisting 
central pressures (Carmichael 1994). However, the model does not accom- 
modate the full implications of an increasingly multifarious system of local 
governance many of whose features were crafted only recently. The weakness 
reflects a widespread trait which tends ‘to take local government for granted as 
a prime focus of attention’ when, in reality, local government ‘can now only be 
understood as one element alongside others within the welfare state’ (Cochrane 
1993, p. 4). 

Inevitably, after fifteen years, the effects of a central government inimical 
to democratically elected local authorities have begun to tell. Claims of 
centralization are questioned because ‘the stated ambitions of the centralists 
were not achieved’ and the inconsistency of approach, but a ‘general direction’ 
can be discerned in those changes that have occurred making it ‘difficult not to 
conclude that elected local government lost out substantially from these 
reforms’ (Cochrane 1993, p. 4 and pp. 45-6). The role of elected local councils as 
democratic counterweights in a genuinely pluralist polity has been imperiled as 
one-party rule at Westminster has endured. Once again, amid the ongoing 
structural reforms, centralization theorists hawk their familiar refrain. These 
may be easily dismissed as the ramblings from the apostles of doom. However, 
arguably, local government is seized with the malaise which afflicts many 
institutions pivotal to British public life (Smith 1994). Certainly, the 
‘fragmentation of local government has led to a proliferation of different 
agencies which need to be considered as part of the local state’ (Cochrane 1993, 
p. 5). Hence, the primacy ascribed to elected local authorities in examinations of 
UK sub-central government has been compromised. The plethora of quangos 
constitutes a panoply of local governance in which so many activities, hitherto 
the erstwhile preserve of local authorities, are so rigidly bound. By stealth, the 
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scope of local government is narrowed. It begs the question of whether the 
prophets are fated to become the Cassandras of British local government. 

Despite the criticisms, the Dual Polity thesis remains useful but a more 
systematic evaluation requires a distinction between its descriptive powers and 
its normative dimension. This difference becomes clearer on examination of 
events since the late 1980s. 


THE EMERGENCE OF A NEW DUAL POLITY IN THE 1980s AND 
1990s 


By the late 1980s, the Centre had still ‘not found a coherent code to replace 
either unwanted dual polity or the faulty command code. This transformation 
was major and remains a continuing source of problems for the Centre in the 
management of sub-central government’ (Rhodes 1992, p. 94). Exasperated with 
a failure to effect quantum reductions in public spending, ministers changed 
tack. The government sought to keep local political initiative within a tight 
circumference, thereby curbing ‘challenges to what was defined as legitimate 
political power, expressed in the decision-making of national government’ 
(Cochrane 1993, p. 49). A Jacobin notion of centralizing in order to decentralize 
was in vogue. The legitimacy of institutions intermediary between the people 
and Centre was repudiated. Even before Thatcher’s departure, the Centre 
sought a ‘justificatory ideology’ for its actions (Bulpitt 1989, p. 71). Hitherto, its 
measures sought to increase control over local authorities to make them ‘reliable 
handlers of low politics concerns again’ (Bradbury 1993, p. 15). Having failed, 
Thatcher’s third government was ‘the most explicit in terms of its attempts to 
recognize and restructure Britain’s local government system’ (Cochrane 1993, p. 
45). 

Reform of local government finance was pivotal. From 1987, an alternative 
strategy of tighter grant settlements was pursued, bolstered by measures to end 
fifty years of municpal provision. The Centre sought to ‘re-peripheralize 
responsibilities for low politics via the removal of governing responsibilities to 
the private sector and to the individual’ (Bradbury 1993, p. 15). Privatization 
was the most favoured solution applying market criteria via compulsory 
competitive tendering. Even when local authorities retained functions, margin- 
alization would be a real prospect by dint of lost influence in key areas. 
Marketization would make the cost of local services explicit, avoiding “excess’ 
provision and overconsumption. Local government's role as an enabler rather 
than a provider was stressed, fulfilling Nicholas Ridley’s (1988) vision of 
councils convening annually to award contracts to private tenders — local 
government’s contribution to ‘hollowing out the state’ (Rhodes 1994). Such 
measures were accompanied by a fundamental change in local taxation. Having 
failed with targets, penalties and rate-capping, ministers moved to crush 
defiance by introducing the Community Charge (poll tax). For Cochrane (1993), 
the poll tax represented the fulfilment of the Centre’s ‘continuing campaign to 
gain control over local decision makers, at least in financial terms’. However, 
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justification for it came in terms of promoting the shift to market mechanisms. 
The poll tax seemingly resolved a ‘number of political (and economic) 
problems. Above all, it appeared to offer the miraculous possibility of reducing 
levels of local spending, whilst blaming rising costs (and high levels of local 
taxation) on “profligate” (usually Labour) authorities’ (pp. 59-60). However, the 
poll tax failed to secure minister’s objectives. Thus, attempts to reconstruct a 
Dual Polity within narrow parameters of centrally circumscribed local policy 
and fiscal discretion were delayed considerably, partly due to events but also 
because of an inflexible application of Conservative ideology which inspired the 
spectacular mistake of the poll tax. 

With John Major’s assent to the premiership, the stridency of the Centre’s 
approach was abandoned. The poll tax was a measure too far, ultimately being 
scrapped. His government’s tactical withdrawal enabled a continuation of the 
Dual Polity’s reconstruction albeit at a different pace from before. That said, in 
other ways, the new Major administration continued and widened Thatcher’s 
agenda. Ministers still claimed that local government was riddled with 
bureaucratic inefficiency and high costs, waste, duplication, widespread public 
confusion, a lost community identity, even corruption. To correct these 
deficiencies, various measures began to change the face of local government 
in key policy areas. For example, already saddled with housing bereft of the 
best stock following the sale of property to tenants and denied the right to meet 
chronic shortages by utilizing sales receipts, councils faced a new assault on 
municipal provision. Housing associations were groomed for a higher profile. 
In education, opt-outs and local management of schools may leave education 
authorities marginalized at best, redundant at worst. They will have to share 
their role with centrally appointed agencies that owe nothing to local electorates 
and everything to Whitehall dictat. In social work, a growth in private/ 
voluntary sector care has accompanied cuts in local authority provision. An ill- 
funded community care scheme creates privatization by stealth (despite 
objections by some private operators). Unelected boards are set for a 
renaissance with regional police and fire forces only accountable locally 
through limited co-option of local authority representatives. Arguments for 
organizational efficiency are advanced to support regional joint boards (Craig 
and Leppard 1989, and The Times 1993). Already, they exist in Wales (South 
Wales, North Wales, Dyfed-Powys) and Scotland (the Northern constabulary in 
the Highlands and the Islands, and Lothian and Borders constabulary in the 
south-east). 

In 1991, a new ‘big idea’ emerged (albeit an after-effect of the Conservative 
leadership campaign). At Michael Heseltine’s behest, unitary authorities were 
presented as the remedy for the afflictions of local government. Its role as a 
bulwark of pluralism, bestowing enhanced citizenship, was neglected in this 
brave new world (McFadden 1993). In reality, two tiers remain but with one 
effectively sealed from conventional accountability mechanisms. Joint arrange- 
ments or central provision imply that direct electoral accountability over 
important local issues will vanish (Leach 1993). Further erosion of the already 
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wizened reservoir of local autonomy is certain. In expanding the role of 
unelected local government, the Centre aims to ensure reliability (absent 
hitherto) and which prevented them from realizing their new Dual Polity. It is a 
‘new magistracy’ — an unelected lay élite or Conservative nomenclatura on 
quangos, usurping the role of local councils and creating the UK’s own 
democratic deficit (Clarke and Stewart 1994). It represents a “reconstruction of 
the Dual Polity on a different unelected basis’ (Bradbury 1993, p. 15), 
challenging the classical model of responsible and representative government 
(Midwinter and Carmichael 1994). Intervention-fatigue has crept in — the Centre 
no longer wishes to be entangled in the minutiae of each local council’s 
finances. Moreover, it demonstrates how pacifying the ‘unquiet frontier 
between central and local government is not a new phenomenon’ (Waldegrave 
1993, p. 9). 

In terms of the Dual Polity’s descriptive powers, the current reorganization 
can be interpreted as part of a renewed attempt to secure the control for which 
successive central governments have yearned but this time via a subtle strategy 
of control with disengagement. The familiar hallmarks of government by 
assertion remain. No thorough investigation of the rationale for unitary local 
authorities or their implications has been forthcoming. Ministerial action has 
relied upon conjecture. The reforms do not devolve much power to the new 
authorities but, instead, ‘reflect a recognition that elected councils are unlikely 
to retain enough status to justify their current organizational forms’. A danger is 
that the reforms ‘simply remove most of those responsibilities to other specialist 
agencies and leave the rump with the new authorities’ (Cochrane 1993, p. 124). 

The Centre is reordering matters to suit current circumstances, thereby 
securing a stronger position vis-a-vis the Periphery. Such restructuring (spatial, 
financial and functional) ‘has taken place in the context of and in response to a 
wider crisis in the Keynesian welfare state since the 1970s’ (Cochrane 1993, p. 
118). The past twenty years were an inevitable lacuna as the UK changed 
paradigms. The crisis of social democracy involved the shift from a welfare state 
predicated on a consensus over collectivized state provision underpinned by 
fiscal buoyancy, to an enterprise state wherein retrenchment is the norm — an 
enabling state, with consumer rights ascribed new importance. This shift carries 
profound implications for the future of local government. In the new 
magistracy, the Centre has not forsaken its right to intervene in local affairs 
(nor will it). That said, in the elusive search for economies in public spending 
(common across the advanced world), troublesome aspects of the Periphery 
will be neutralized through restricted autonomy, marginalization and periodic 
restructuring. The switch to unitary authorities does not disguise the fact that 
many ‘strategic’ services will be discharged by other forms of public 
administration, whose common feature is less say for elected local politicians. 

If the Dual Polity thesis encapsulates what is happening, its descriptive 
appeal is accompanied by doubts from a normative perspective which is an 
inherently subjective matter. However, whilst the merits can be debated, it is 
incumbent upon policy analysts to speculate upon the likely effects of 
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continuing to reconstruct a Dual Polity. The Centre’s approach remains trapped 
in the redoubt of an indefensible old order wholly inappropriate to 
contemporary requirements. Some indication of how events might unfold can 
be gleaned from an analysis of the position within Northern Ireland, one part of 
the UK that has seen the most rapid response by the Centre to changed 
territorial operating contexts. 


THE CASE OF NORTHERN IRELAND: THE NEW DUAL POLITY IN 
EXTREMIS? 


Northern Ireland is the limiting case of central control and residualized local 
government function in the UK. This section analyses the province as a 
prototype reformed Dual Polity, thereby allowing an exploration of how the 
Centre’s approach might develop in Great Britain. 

In evaluating the Dual Polity thesis, we can consider aspects of the territorial 
settlement within Northern Ireland, specifically, the role of local government. 
Local government's current status in the province was not designed consciously 
as a dry-run for application in Great Britain. However, a reasonable supposition 
is that Northern Ireland’s experiences of provincial government, use of joint 
boards and appointed agencies are a guide to the possible repercussions of their 
application elsewhere. To that extent, whilst the trajectory differs, Northern 
Ireland shares the UK-wide trend towards centralization (Ryan and O’Dowd 
1991, p. 193). Thus, whilst having gone further than elsewhere in the UK, 
‘attempting to manage public policy through endeavouring to depoliticize it’ is 
not unique to Northern Ireland (Connolly and Erridge 1990, p. 79). For example, 
similar arrangements are becoming common in Great Britain. Health boards 
were introduced in 1974, whilst joint boards in Greater London and the 
metropolitan counties succeeded the abolition of their upper-tier councils in 
1986. Long-established bodies such as the Housing Corporation (HC), Scottish 
Homes (a product of amalgamation of the HC’s Scottish branch and the Scottish 
Special Housing Association), and the National Health Service (NHS) have been 
joined by recent creations like the range of urban development agencies in 
Britain's largest cities and the new Funding Agency for Schools. 

Attempted depoliticization reveals a widespread tendency at the Centre to 
distrust local politicians, a ‘culture of disdain’ (Greenwood 1982, p. 72). It 
believes that services are best left to professional and administrative cadres in 
an ‘auntie knows best’ approach. In Northern Ireland’s case, this is guided by a 
wish to diffuse the potential for violence which has informed the approach of 
successive British governments, wary of the Ulster quagmire, and has been 
demonstrated in key policy areas that are erstwhile local government functions. 
For instance, the Northern Ireland Housing Executive exemplifies ‘a strategy for 
managing political conflict by the removal of contentious issues from the 
political arena through the use of quasi-governmental organizations’ (Connolly 
and Knox 1991, p. 311). When such methods are applied in the less traumatized 
setting of Great Britain, wherein are fought the conventional battles of 
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democratic party politics, this welcome by-product assumes far bigger 
proportions for, in Great Britain, territorial management is unconstrained by 
the need to counter terrorism. 

In structural terms, Northern Ireland is comparable in population to an 
English county, but is usually viewed as a regional entity. Two considerations 
figured highly in shaping its reformed local government structure. First, 
geography and demography make regional service delivery attractive. Second, 
any reform would affect the distribution of power between the two 
communities. 

Paralleling the Redcliffe-Maud Commission, a review was undertaken by 
William Craig, Northern Ireland’s Minister of Development. This acknowl- 
edged that the existing arrangements, analogous to those of England, needed 
overhaul (NIG, 1967; O'Leary et al. 1988, p. 55). In its review of local government 
in Northern Ireland, the Macrory report (1970) noted that the Wheatley report's 
(1969) recommendations for Scotland were ‘appropriate to the circumstances of 
Northern Ireland’ (p. 24). Thus, it effectively created a two-tier structure. 
Stormont, responsible for major services, was the ‘region’, the de facto top tier of 
local government (Birrell and Murie 1980). Eventual reform broadly paralleled 
Macrory’s recommendations in terms of structures but other factors 
necessitated alterations. A common misapprehension is that reform over- 
whelmingly reflected a need to combat the contributory causes of resurgent 
violence. Impropriety involving franchise distortions, gerrymandering and 
discrimination in employment and access to local government services, 
underscored such ideas (Cameron 1969, and Darby 1976). Whilst corruption 
in certain quarters did inform the changes, the chief rationale was efficiency, 
mirroring similar drives elsewhere. It represented a pronounced twist in the 
spiral of residualization characterizing Northern Ireland local government since 
partition; witness a resort to centralized boards to administer services which, in 
Great Britain, were the responsibilities of local authorities. 

The old system was ill-equipped to address modern requirements. Poorer 
authorities had insufficient indigenous resources to meet statutory obligations, 
let alone fund additional discretionary spending. To that extent, Direct Rule and 
communal strife were catalysts, accentuating the loss of local government 
powers (Hainsworth 1985, p. 120), with a more radical restructuring (Birrell 
1978, p. 23). It paved the way for a new system of local government with 26 
single-tier districts. Macrory advocated streamlining activities in local 
government, denuding districts of all but minor ceremonial, executive, 
consultative and representative functions. Major services would be vested 
with joint boards, central departments or ad hoc bodies. Four Health and Social 
Services Boards and five Education and Library Boards (with boundaries 
coterminous with groups of districts) were joined by provincial Police and Fire 
Boards; housing became the responsibility of the Northern Ireland Housing 
Executive (NIHE). Highways and strategic planning came within the purview of 
central government. But for the resumption of the troubles, there seems little 
doubt that most of these services would have been exposed to a far higher 
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degree of scrutiny and influence by Ulster’s elected politicians. The lessons for 
Great Britain are that, whatever the reasons for the absence of direct local 
accountability, the current structures reflected what was felt to be a more 
administratively viable arrangement. 

The reforms angered Unionists but protest was otherwise muted for local 
government ‘never enjoyed a very high status and the existence of a regional 
government had rather detracted attention from it. Centralized boards were 
also a fairly common feature of the administrative system’ (Birrell 1978, pp. 28- 
9). Also, prior experience of provincial agencies was favourable. Local 
authorities had depended increasingly on a range of bodies which shared the 
burden of providing local services. In 1945, a chronic housing position 
prompted the creation of the Northern Ireland Housing Trust. Similarly, the 
old County Education Committees ‘were not different in practice from the new 
Area Boards’ (p. 29). Thus, reform merely extended existing arrangements and 
entrusted the everyday operation of services to ministerial nominees and 
professionals away from the machinations of often bigoted local politicians. 
Gains were recorded in terms of objectivity and impartiality insofar as charges 
of discrimination declined. In housing, ‘principles of equity and social justice 
are best served with a limited political input — the record of Northern Ireland 
councillors in this regard would certainly substantiate such a view’ (Connolly 
and Knox 1991, p. 310). 

The implications for Great Britain are clear. Despite much noise from the 
doomed authorities and opposition groups, restructuring local government and 
abolishing local authorities often proceeds with virtual impunity given public 
indifference. Northern Ireland illustrates how unease over withdrawn local 
government powers seldom translates into a serious threat. Quickly, anger 
abates. The loss of metropolitan county councils in 1986 illustrates how a similar 
measure of public apathy awaits structural reform in Great Britain, 
notwithstanding localized exceptions. 

Nonetheless, by creating area boards and ad hoc committees, the reforms 
exhibited the hallmarks of ‘an official-led administrative system’ with input 
from local politicians being minimal and even frowned upon (Connolly and 
Erridge 1990). Education exemplifies this admirably. Reform gave ‘central 
government a more direct control over both local education agencies (the 
boards) and schools’ (McKeown 1991, p. 54). Relations between the Department 
of Education (Northern Ireland) (DENI) and the areas boards are heavily 
conditioned by the boards’ exclusive reliance on DENI’s block grant. With cuts in 
grant, the boards cannot augment dwindling resources by increasing locally 
derived revenue unlike councils in Great Britain (notwithstanding local tax 
capping). Cash limits are buttressed by strict monthly monitoring of 
expenditure. Curbs on virement underscore DENI’s grip. Education spending 
(per pupil) is below the level attained in Great Britain with a correspondingly 
poorer basket of ‘output’ indices (Maxwell 1990). Teacher-pupil ratios and 
scholarly attainment across the spectrum of ability trail Great Britain as 
indicated by overall exam results, notwithstanding sound ‘A’ Level perfor- 
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mances and in entry to higher education. For McKeown (1991), the absence of 
local discretion on education policy making and concomitant unaccountability 
of policy makers represents ‘the most serious disadvantage’ in Northern 
Ireland’s system, being ‘considered by many not to be offset by any benefits in 
terms of more efficient and impartial administration or more uniform standards 
of provision’ (McKeown 1991, p. 64). 

Recent upheavals in local government finance in Great Britain make Northern 
Ireland’s system attractive by comparison. It enjoys stability, avoiding the 
experiments which so undermined the integrity of local taxation in Great 
Britain. Rating remains the sole source of local taxation but the system is 
peculiar. Since central government accounts for almost 90 per cent of 
expenditure on services provided by local authorities in Great Britain (Slattery 
1993), a proportion of expenditure by the various boards and government 
departments is deemed equivalent to local government spending. Thus, 
ratepayers receive bills composed of a district council element and regional 
element. At present, the regional rate poundage constitutes about half of the 
average total rate poundage in the province. The justification for the system is 
that to do otherwise would unfairly advantage Northern Ireland’s ratepayers 
vis-a-vis those elsewhere. Hence, the local tax burden applies across the whole 
province as with upper tiers in Great Britain. Intrinsically, this is fairer as it 
avoids the iniquities of the old structure (Birrell 1978, p. 28). Nonetheless, it 
exposes a contradiction in government policy in that the capacity for local 
redistribution will cease in Great Britain when large upper tier authorities are 
abolished but not in Northern Ireland where a de facto upper tier remains (that 
is, at area board and provincial level). Even so, fiscal accountability is tenuous 
given the ‘Macrory Gap’, as the regional levy is set by the Department of 
Finance and Personnel (DFP) (NI). Not surprisingly, many local councillors argue 
that their efforts to ‘provide efficient services and a lower district rate are 
nullified by an increasing regional rate’ (Knox, Carswell, McAllister and 
McKeown 1991, p. 8). Such concerns carry implications for local accountability 
in Great Britain, where voters’ perceptions of tax levels of the future unitary 
authorities will be distorted by the impact of precepts from joint boards and ad 
hoc boards. 

Aggregate local spending of £200m, constituting under 3 per cent of Public 
Expenditure Survey (NI) totals of c.£7.2bn (1994-95), renders it virtually 
irrelevant to the Northern Ireland Office (NIO) budget, obviating the need for 
interference, amply demonstrated in respect of grant. District councils receive a 
block grant constituting, on average, c.23 per cent of total revenue spending 
(Knox et al. 1991). At under 1 per cent of the NIO planning total, ministers can 
afford to be generous in their settlements relative to their counterparts in Great 
Britain. 

CentralJocal relations, reflecting Northern Ireland’s future, exhibit periodic 
upsurges of tension. Protestant fury with the Anglo-Irish Agreement 
precipitated widespread protest. Unionist-controlled councils refused to set 
budgets. Otherwise, however, relations are subdued if cordial, as there is little 
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about which to get upset. Unlike disputes over grants that were prominent in 
struggles in Great Britain, grants are seldom controversial. Disputes focus on 
the regional rate. Similarly, arguments over councils’ capital spending are rare. 
Most capital spending is centrally directed or channelled to the NIHE and 
education and health area boards. The sum earmarked for local authorities is 
subject to a form of loan sanction. Major disputes concern, ironically, that for 
which local councils have no responsibility, namely, the policies of the area 
boards as well as over housing and planning. In their representative role on 
these bodies, councillors retain a greater saliency than is commensurate with 
the districts’ functions. They advance their constituents’ interests in intrinsically 
‘local’ services like housing but opposition is ineffective because they cannot 
mobilize alternative local resources in defiance. 

Generally, the Centre’s territorial operating code in Northern Ireland has 
‘worked’ although the position is by no means satisfactory. The problems are 
‘under control’, maintaining a long-established wish to keep Northern Ireland 
politics out of the UK mainstream, despite the fact that, for it to be an effective 
strategy, local government is divested of any substantive role in the province’s 
governance. However, as a model of reformed Dual Polity in operation, the 
clear democratic deficit which it creates is a fundamental weakness. Until now, 
its continued application in Northern Ireland has been justified because of the 
inability to find anything better. Even if this argument is accepted, it cannot be 
advanced as realistic a proposition for Great Britain. In any event, with the most 
recent developments in respect of Northern Ireland’s troubles which promise 
peace, the Centre now offers a new territorial operating code, witness the 
Framework Document on Northern Ireland. 


CONCLUSION: STILL LIFE IN THE DUAL POLITY? 


In 1983, Bulpitt suggested that a ‘a new territorial settlement in Britain is not 
only required, but, on the evidence of this period [1979-83] shows all the signs 
of being very difficult to achieve’ (p. 229). In searching for such a new 
settlement, Northern Ireland offers plausible indicators of how events may 
unfold in respect of the future configuration of local government in Great 
Britain. Ostensibly, Northern Ireland sees the application of a new Dual 
Polity in extremis. The Centre imposes and maintains a ‘cordon sanitaire’ around 
Ulster’s essentially low politics, taking the steps it deems fit to minimize 
spillover. 

Great Britain has not been exposed to anything comparable to the depressing 
litany of events which have scarred Northern Ireland. The lowly status of local 
government in Northern Ireland cannot form the basis of a healthy local 
government model for Great Britain. Yet, for different reasons, there is a similar 
drive for centralization and residualization in the nature of territorial 
management across the UK. The Centre is beating a path which, ultimately, 
culminates in the Northern Ireland model, albeit some way off. For example, the 
current structural changes in Great Britain offer a narrow vision of the future 


© Blackwell Publishers Lid 1996 


* 


w 


Gaang 


Fé, 


THE CHANGING TERRITORIAL OPERATING CODE 429 


political role of local government. Directly elected forms of sub-national 
government will enjoy a minimalist role being restricted (preferably) to a single 
tier. Local services remaining in the public arena are ‘insulated’ (by 
cumbersome joint board and co-option arrangements) from influence by 
‘meddlesome’ local politicians. 

If something approaching this scenario is to be averted, then we must look 
elsewhere. Again, Northern Ireland offers a precedent, this time encouraging, 
involving the rapprochement between the British and Irish governments from 
1985, after the Anglo-Irish Agreement (AIA). Of the AIA, Arthur (1991) observed 
that ‘the first lesson [it] imparted is that cooperation can replace confrontation 
as a political style’ (p. 460). The mere existence of the Agreement reveals a new 
willingness on the part of the UK Centre to address this aspect of territorial 
management from a fresh perspective. In dispensing with the chief aspects of 
the Dual Polity approach to Ulster’s woes, the Centre’s actions represent an 
attempt to fashion ‘new structures of inclusion which involve the citizens of 
Northern Ireland in effective and constructive participation in political life’ 
(Aughey 1990, p. 21). The subsequent Downing Street Declaration and 
Framework Document reinforce this approach. 

If the accommodation of British and Irish interests does yield the ultimate 
prize of ‘peace’ in Northern Ireland, then it will owe much to the adherence to a 
new form of territorial operating code for the province, namely, a three-strand 
notion of the ‘totality of relationships’ (that is, internal Northern Ireland, North- 
south Ireland, UK-~Republic of Ireland [‘East-West’] relations. This revised code 
provides a useful model which lends itself readily to the territorial management 
requirements of the rest of the UK. That is, just as the question of Northern 
Ireland has progressed from a simplistic focus on containment within the 
province, so in Great Britain, there is a need to refocus attention from a 
concentration on the outmoded central-local dichotomy. The form of an 
alternative territorial operating code is uncertain but the emerging European 
dimension has attractive potential. Madgwick and Rose (1982) believed that 
‘membership of the European Community has yet to awaken a new 
consciousness of territorial politics’ (p. 2). Today, the principles of subsidiarity 
(which the UK government trumpets as a bulwark against Brussels 
centralization), of federalism, and of a ‘Europe of the Regions’ enunciated in 
the Maastricht Treaty on European Union offer real potential (Bogdanor 1992; 
Cram and Richardson 1993). Subsidiarity has proved controversial, witness the 
conflicting interpretations of the Treaty since its signing. In principle, it implies 
that issues should be resolved at the closest level to the people contingent with 
the most effective decision-making. Practicalities notwithstanding (these are not 
inconsiderable), the essence of federalism is inextricably bound up with it, 
suggesting that as the European Union (EU) becomes ever more salient, so we 
must reconcile ourselves to the changing nature of governance. Moreover, it is a 
two-way process demanding a consistency so far conspicuously absent from 
internal UK intergovernmental relations. It is no longer credible for UK 
ministers to cleave to notions of subsidiarity when the prospect of more 
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supranational decision-making is imminent only to then deny the proper role of 
elected sub-central government in the UK’s internal governance. Should this 
contradiction continue, it only weakens the tenuous public confidence in the 
policy process. 

Bennington and Harvey (1994) suggest that Brussels is ‘exercising an 
increasingly strong centrifugal force within the policy communities’ of the 
member states (p. 944). The ‘Europeification’ (Andersen and Eliassen 1993) of 
policy is manifest horizontally — witness burgeoning inter-regional ties between 
local authorities - in a process actively fostered by the European Commission 
and ‘foreshadowing a transformation of the existing power relations between 
British local authorities, UK central government and the European Commission’ 
(Martin and Pearce 1994, p. 962). If not explicitly acknowledged by the current 
government, for reasons of internal party consumption, the influence of the EU 
is unmistakable and growing. As the UK moves inexorably closer to its fellow 
EU members, concepts like subsidiarity gain in importance (Harvey-Cox 1987; 
Moxon-Browne 1992; Judge 1993). 

The concept of subsidiarity is significant for studies of territorial manage- 
ment. If the UK Centre can countenance novel structures for the solution of its 
most troubled and troublesome corner, with a new dimension to solving 
Northern Ireland’s problems, then it is only reasonable that a territorial 
operating code involving a European dimension can be found for a more 
quiescent Great Britain. However, contrary to other European states, the UK has 
seen few ‘devolutionary tendencies’ (Martin and Pearce 1994, p. 970). A stress 
on market processes and on citizens as customers as distinct from political 
actors has ‘downgraded the role of local government considerably in terms of 
traditional notions of local democracy’ (Cram and Richardson 1993, p. 18). 
Thus, as conceptions of the nation state are refashioned amid an Europeified 
policy environment, the territorial imperative must be re-examined. Argument 
over a future institutional architecture for the UK reflects an inability to escape 
from constitutional arrangements ‘inherited from the late nineteenth-century’ 
(Marquand 1988, pp. 175-6). Today’s professionalized policy communities and 
growing complexity in providing and financing public services have 
culminated in a differentiated polity to replace the unitary state which means 
that it is unwise to see ‘different tiers of government as being somehow located 
in separate boxes’ (p. 23). Atrophied notions of greater local autonomy of the 
‘good old days’ should be rejected. Thus, and paralleling the approach to 
Northern Ireland, we propose a three-strand configuration to the governance of 
Great Britain which recognizes interdependence, involving a local-regional 
relationship within the constituent countries of the UK, centre-periphery 
relations and UK and UK-EU relations. The addition of a new European tier of 
government ‘may indicate a much deeper paradigm shift in which the concept 
of separate vertical ‘tiers’ of government is being complemented and challenged 
by a new model of overlapping and interlocking ‘spheres’’ (Bennington and 
Harvey 1994, p. 952). 
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Real partnership between tiers of government demands imaginative and 
flexible structures. For Hollis, Ham and Ambler (1992), the ‘structure of local 
government in the UK must enable it to establish an effective and valuable 
relationship with the EC’s institutions’ (p. 135). Europe offers an exiting 
opportunity for interactive government whilst reinvigorating the concepts of 
government and democracy which have suffered from public cynicism of late. 
Unfortunately, instead of exploiting this opportunity, as with the recalcitrance 
displayed in so many European matters, the British government's recent 
reforms in Great Britain suggest that the pattern of IGR in Northern Ireland may 
be a better marker for the future of the UK’s intergovernmental structure, with 
all its attendant consequences. If this scenario comes to pass, let it be 
understood that an alternative way forward existed. 


REFERENCES 


Anderson, 5.8. and K.A. Ehassen 1993. Making policy in Europe. London: Sage 

Arthur, P. 1991. ‘Letter from Ireland’, Government and Opposition 26, 4, 449-65. 

Ashford, D. 1976. ‘Territory vs. Function. towards a policy-based theory of subnational government’. 
Paper to the annual meeting of the American Political Science Association, Chicago, 2-5 Sept. 

Aughey, A. 1990. ‘Northern Ireland’, Talking Politics 3, 1 (autumn), 17-21. 

Bennington, J. and J. Harvey. 1994. ‘Spheres or tlers? The significance of transnational local authority 
networks’. Paper to the Political Studies Association Annual Conference, Swansea, March. 

Birrell, D. 1978. “The centralisation of local government functions in Northern Ireland — an appraisal’, 
Local Government Studies 4, 5, 23-37. 

Birrell, D. and A. Murie. 1980. Policy and government in Northern Ireland. lessons of devolution. Dublin: 
Gill and Macmillan 

Bogdanor, V. 1992. Local democracy and the European Community — challenge and opportunity. Belgrave 
Paper No. 6. London: Local Government Management Board. 

Bongers, P 1992. Local Government and the single European Market. London: Longman 

Bradbury, J. 1993. ‘Bringing the state back in and mterpretations of British politics since the First 
World War’. Paper to the Political Studies Associaton Annual Conference, Leicester, April 

Bulpitt, J. 1982. ‘Conservatism, Unianism and the problem of territorial management’, in 
P Madgwick and R. Rose (eds.), The territorial dimension in Umtted Kingdom politics. London: 
Macmillan 

——, 1983. Territory and power in the Untted Kingdom. Manchester: Manchester University Press. 

—. 1986. ‘The discipline of the new democracy: Mrs Thatcher’s domestic statecraft’, Political Studies 
34, 1, 18-40, 

——. 1989. ‘Walking back to happiness? Conservative Party governments and elected local authorities 
in the 1980s’, in C. Crouch and D. Marquand (eds ), The new centralism: Britain out of step in Europe? 
Oxford: Basil Blackwell. 

Bustead, M.A. 1972. Northern Ireland. geographical aspects of a crisis. School of Geography Research 
Paper No. 3. Oxford: University of Oxford Press 

Butcher, H., L Law, R. Leach and M. Mullard. 1990. Local government and Thatcherism. London: 
Routledge. 

Cameron. (Chairman) 1969. Disturbances in Northern Ireland: Report of the Commusston Appointed by the 
Governor of Northern Ireland. Cmd. 532 Belfast: HMSO. 

Carmichael, P. 1994. ‘Analysing political choice in local government. a comparative case study 
approach’, Public Adminstration 72, 2, 241-72. 

Chandler, J. 1994. Public choice and local government reform: contrasts between Britain and the United 
States. Paper at the Political Studies Association Annual Conference, Swansea, March. 


© Blackwell Pabhshers Ltd 1996 


432 PAUL CARMICHAEL 


Clarke, M. and J. Stewart. 1994. ‘The local authority and the new community governance’, Local 
Government Studies 20, 2, 163-76. 

Cochrane, A 1993. Whatever happened to local government? Buckingham: Open University Press 

Connolly, M. 1986 “Controlling local government expenditure: the case of Northern Ireland’, Public 
Administration 64, 1, 83-96. ; 

— 1992a. “Learning from Northern Ireland: an acceptable model for regional and local government’, 
Public Policy and Administration 7, 1, 31-46. 

— 1992b. ‘Public admumustration in a conflict situation. the case of Northern Ireland’, Governance 6,1, 
79-98 

Connolly, M. and A Erndge. 1990. ‘Central government ın Northern Ireland’, in M Connolly and S. 
Loughlin (eds.), Public policy m Northern Ireland adoption or adaptation? Belfast and Coleraine: 
Queen’s University and the University of Ulster, Policy Research Institute. 

Connolly, M and C. Knox. 1991. ‘Policy differences within the United Kingdom: the case of housing 
policy in Northern Ireland 1979-89’, Public Admmustration 69, 3 (autumn), 303-24. 

Connolly, M. And R McChesney. 1986. “Budgeting in Belfast’, in H. Elcock and G. Jordan (eds.), 
Learning from local authority budgeting. Avebury: Gower. 

Craig, J. and D. Leppard 1989. ‘Plan to merge police forces’, The Sunday Times 9 April 

Cram, L. and J. Richardson 1993 Citizenship and local democracy: a European perspective. Warwick. 
European Public Policy Institute. 

Crick, B. (ed ). 1991. National identitites the constitution of the United Kingdom Oxford. Blackwell 
Publishers. 

Darby, J. 1976. Conflict m Northern Ireland: the development of a polarised community. Dublin: Gill and 
Macmillan. 

Dunleavy, P. and R A W. Rhodes 1988. ‘Government beyond Whitehall’, in H. Drucker et al. (eds.), 
Developments m British Politics 2 Londor Macmullan 

Edwards, O.D. 1970. The sins of our fathers: the roots of confitct in Northern Ireland. Dublin: Gill and 
Macmullan 

Gallagher, J and R Robinson. 1953 ‘The imperialism of free trade’, Economic History Review 6, 1, 1-15. 

Gamble, A. 1993. ‘Territorial Politics’, in P Dunleavy et al. (eds.), Developments m British Polrtics 4. 
Basingstoke: Macmillan. 

Greenwood, R. 1982. ‘Pressure from Whitehall’, in R. Rose and E. Page (eds.), Fiscal Stress in the Cittes. 
London: Cambridge University Press. 

Hainsworth, P. 1985. ‘Northern Ireland in the European Community’, in M. Keating and B. Jones 
(eds.), Regions in the European Community. Oxford: Clarendon Press. 

Harvey-Cox, W 1987. ‘Managing Northern Ireland intergovernmentally. an appraisal of the Anglo- 
Irish Agreement’, Parliamentary Affairs 40, 1, 80-97. 

Hechter, M. 1975. Internal Colomalism: the celtic fringe in British National Development, 1536-1966. 
London: Routledge. 

Hollis, G., G. Ham and M. Ambler (eds.) 1992 The future role and structure of local government Harlow: 


Longman. 

Judge, D. 1993. The parliamentary state. London: Sage. 

Keating, M 1993. The politics of modern Europe. Aldershot: Edward Elgar. 

Knox, C., L. Carswell, D. McAlister, and P. McKeown 1991. Local government expenditure in Northern 
Ireland Ulster Papers in Public Policy and Management No. 3. Belfast. University of Ulster. 

Leach, S. 1993. The local government review: a crisis of credibility. London: European Policy Forum. 

Macrory, P. 1970 Review body on local government in Northern Ireland Report. Belfast HMSO. 

Madgwick, F. and R. Rose (eds.). 1982. The territorial dimension m United Kingdom Politics. London: 
Macmillan. 

Marquand, D. 1988. The unprincipled society: new demands and old politics. London: Fontana 

Martin, S. and G. Pearce. 1994. “The impact of “Europe” on local government regional partnerships 
in local economic development’. Paper to the Political Studies Association Annual Conference, 
Swansea, March 

Maxwell, P. 1990. ‘Education m Northern Ireland’, in A. Harrison and J Gretton (eds.), Education and 
Traming UK. an economic, social and policy audit. Hermitage, Berkshire. Policy Journals. 


© Blackwell Publishers Ltd 1996 


THE CHANGING TERRITORIAL OPERATING CODE 433 


McFadden, J 1993. The reorganisation of Scottish local government : a councillor’s perspective’, 
Local Government Policy Making 19, 4, 23-9 

McKeown, P. 1991. ‘Removing education from local government lessons from Northern Ireland’, 
Local Government Studies 17, 4, 51-67 

Midwinter, A. and P. Carmuchael. 1994 Organisational fragmentation and democratic decline? The 
reconstruction of metropolitan governance m the United Krngdom Ulster Papers in Public Policy and 
Management No. 30. Belfast: University of Ulster. 

Morphet, J. 1995. ‘Eurovision points’, Local Government Management 1, 12, 30-2. 

Moxon-Browne, E. 1992. ‘The impact of the European Community’, in B Hadfield (ed.), Northern 
Ireland: politics and the constitution. Milton Keynes: Open University Press. 

Nairn, T. 1977. The break-up of Britain London: New Left Books. 

(NG) Northern Ireland Government. 1967. The reshaping of local government: statement of aims Cmd 
517. Belfast HMSO, 

O'Leary, C., S. Elliott and R.A. Wilford. 1988. The Northern Ireland Assembly 1982-1986 a constitutional 
expertment. London: C. Hurst and Company. 

Redcliffe-Maud. 1969. Report of the Royal Commission on Local Government m England 1966-63. London. 
HMSO. 

Rhodes, R.A.W. 1984. ‘Continuity and change in British centrablocal relations. the “Conservative 
threat’, British Journal of Polttical Science 14, 3 July), 261-83. 

——~ 1985a. ‘Intergovernmental relations in the UK’, in Y Meny and V. Wright (eds.), Centre-Periphery 
relations in Western Europe, London: Allen and Unwin. 

== 1985b. ‘Power dependence policy communities and intergoverrmental networks’, Public 
Administration Bulletin 49 (Dec.), 4-31. 

~, 1986. "Power dependence” theories of central-local relations: a critical assessment’, m M. 
Goldsmith (ed.), New research in central-local relations. Aldershot: Gower. 

~~~, 1987. “Territorial politics in the United Kingdom: the politics of change, conflict and 
contradiction’, in R A W. Rhodes and V. Wnght (eds.), Tensions m the territorial politics of Western 
Europe. London: Frank Cass. 

~~, 1992. Beyond Westminster and Whitehall. London: Routledge. 

~~, 1994. The hollowing out of the state. the changing nature of the public service in Britaun’, 
Political Quarterly 65, 138-51. 

Ridley, N. 1988. The local right. London: Centre for Policy Studies. 

Rose, R. 1971. Governing without consensus: an Irish perspective London: Faber and Faber. 

~~, 1982a. Understanding the United Kingdom: the territorial dimension in government London Longman. 

~, 1982b. ‘Is the UK a state? Northern Ireland as a test case’, in P Madgwick and R. Rose (eds.), The 
territorial dimension in United Kingdom Polttics. London: Macmillan. 

~ 1989. Politics in England. London. Scott, Foresman & Co. 

Ryan, C. and L. O'Dowd 1991. ‘Restructuring the penphery. state, region and locality in Northern 
Ireland’, in G. Day and G. Rees (eds.), Regions, Nations and European integration: remaking the celtic 
periphery. Cardiff: University of Wales Press. 

Slattery, D.G. 1993. ‘Northern Ireland central government spending and income’, Admrnstration 41, 4, 
433-48. 

Smith, T.A. 1994. ‘Post-modern politics and the case for constitutional renewal’, Political Quarterly 65, 
2, 128-37. 

Stewart, J. 1993. The rebuilding of public accountability Bumingham: University of Birmmgham. 

Tarrow, S. 1978. ‘Introduction’, in S. Tarrow, P.J. Katzenstein and L. Graziano (eds.), Territorial politics 
m industrial nations. London. Praegar. 

The Times. 1993. ‘Plans seen as threat to local democracy’, 24 March. 

Waldegrave, W. 1993. The reality of reform and accountability in today’s public serotwce. London: Public 
Finance Foundation 

Wheatley. 1969. Report of the Royal Commusston on Local Government in Scotland. Edinburgh: HMSO. 

Young, K. 1975. Local politics and the rise of party. Leicester: Leicester University Press. 


Date received 1 March 1995. Date accepted 6 November 1995. 


© Blackwell Pubhehers Ltd 1996 


9 a Tee 


L 


PRIVATIZATION AS INDUSTRIAL POLICY: 
STATE WITHDRAWAL FROM THE BRITISH 
MOTOR INDUSTRY 


ANDREW M. MCLAUGHLIN AND WILLIAM A. MALONEY 


The distinctive feature of industrial policy towards the motor industry in the 1980s was 
the transformation in government policy from one of subsidizing BL to active 
encouragement of Japanese inward investment. This article focuses on the key events 
of the BL privatization and illustrates how the changing nature of the government's 
relationship with BL and the motor industry was a fundamental influence on policy 
change. It also examines the utility of policy network models in accounting for policy 
outcomes in a highly politicized policy environment. 


INTRODUCTION: THE STEERING PROCESS IN CENTRAL 
GOVERNMENT 


I plead for stability for my company because we cannot withstand 
indefinitely these altogether too regular crises of confidence that beset us. 
They have taken on a strong political leavening. They are all issues with 
which we are familiar like the corporate plan and the privatization policy ... 
_We have to stop this cruel and shameful persecution of the company in the 
public place ... the politics of ownership are actually outweighing the 
responsibilities of ownership, and that is to the detriment of the business, 
and to a large part of the UK motor industry. (Ray Horrocks, Group 
Executive BL Cars, Evidence to the Trade and Industry Select Committee, HC 291, 
1985-86 para. 110, p. 13). 
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THE GOVERNMENT’S RELATIONSHIP WITH BRITISH LEYLAND 


Prior to 1979 the Labour government had been content to let supervisory control 
of British Leyland rest with the National Enterprise Board (NEB) and was 
prepared to allow the combative Michael Edwardes to use his chief executive 
powers to the full (see Wilks 1988). The structure of the government-BL 
relationship changed dramatically after 1979. The first significant change was 
the removal of the NEB from its role as the supervisor of BL’s corporate strategy. 
At times the NEB acted as ‘cumbersome buffer’ between the company and the 
DTI, offering the BL management some protection from the ‘irritant’ of 
ministerial intervention. The Conservative government, however, was less 
tolerant of the NEB and by dealing directly with the boards of nationalized 
industries undermined the role of the board throughout 1979. In 1980, the entire 
NEB executive resigned following ministerial interference in a dispute with 
Rolls-Royce. The new executive agreed that the DTI should directly supervise BL 
thereafter. Industry Minister Norman Tebbit made clear the government's 
preference for a more centralized steering arrangement: “The size of the sums 
involved in the public funding of BL is such that the Government are inevitably 
closely involved in major decisions about the company, and the proposed 
transfer recognizes this reality’ (HC Debates, 4 February 1981, col. 319). 

By 1980 the government had three separate relationships with BL. First, it was 
the majority shareholder (through the DTI’s 99.7 per cent shareholding in the 
company). It was therefore responsible for monitoring the performance of the BL 
Board. Second, the Treasury was the company’s banker. Under the Varley- 
Marshall-Joseph assurances the government had underwritten BL’s accumu- 
lating debts since 1975. Any decisions about state aid, or raising finance via 
asset sales or flotation attracted the Treasury’s interest. Third, there existed a 
political relationship with the Cabinet which brought the company into direct 
contact with ministerial actors. The performance of BL was an emotive issue in 
government and the privatization of the company appears to have assumed 
symbolic importance. As Norman Tebbit (1989, p. 222) later argued, ‘the [BL ] 
business has brought every Minister into conflict with Margaret Thatcher ... she 
hoped that a Minister would find a short cut at little financial expense that 
would get the Government out of the BL morass’. 

The scope for personal and departmental influence in the policy process was 
such that BL hired a former DTI official who recalls that his job was to 
‘communicate not only with DTI but with the Treasury, Central Policy Review 
Staff (CPRS) and No. 10’. The BL Board were aware of changes in style at the 
highest level of government and ‘it became increasingly clear during Margaret 
Thatcher’s tenure of office that the Department of Industry was but one, and 
often not the decisive, influence on decisions’ (Edwardes 1983, p. 218). Thus, it 
is important not to underestimate the impact of ideology, doctrine and 
ministerial intervention in the privatization policy. A succession of right-wing 
Conservatives including Sir Keith Joseph, Norman Tebbit, Sir Leon Brittan and 
Lord Young were in charge at the DTI at important points in the privatization 
process. 
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GOVERNMENT-INDUSTRY RELATIONS 


Changes in the government-BL relationship meant that the existing vertical 
steering structures used by the DTI to monitor BL had to be supplemented with 
horizontal steering mechanisms which accommodated the Cabinet’s wish for 
greater involvement (see figure 1 below). The main chain of decision-making 
involved the Assistant Secretary of V2 (the branch of the Vehicles Division 
responsible for BL ) reporting to the Under-Secretary who headed the Vehicles 
Division and chaired the ‘Official Group on BL’. This interdepartmental 
committee would typically meet ‘half a dozen times’ in an annual cycle to 
work on issues stemming from BL’s corporate plan. Following interdepart- 
mental discussions, revised policy options would be discussed at ministerial 
level and ultimately by the Cabinet’s Economic Committee. However, the 
interdepartmental committee did not meet again after the summer of 1985. This 
reflected the government's desire for a more direct lever over policy 
development, though BL argued that it only added to the already complex 
process of negotiating corporate plans through Whitehall. 

The sophisticated steering process outlined in figure 1 produced a complex 
government-industry relationship. There was a routine relationship between 
v2 and BL, which might be usefully characterized as the BL policy network, as 
well as relationships between these actors and other departments and 

The ‘BL’ policy network was integrated into the hierarchical steering structure 
outlined in figure 1. Such a structure was perhaps inevitable given the political 
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salience of the issue, and the large sums of public money involved. However, it 
does raise important questions about the utility of the policy network approach 
(Richardson and Jordan 1979; Marsh and Rhodes 1992). The policy network 
approach has an established currency for explaining the hum-drum of policy 
making. This case study allows an examination of the utility of the model when 
confronted by more politicized issues and the complex political environment 
which surrounds them. In this respect, we are as much interested in what the 
approach cannot explain, as we are in what it can explain. We share Wright’s (1991, p. 
503) concern when he notes that: 


Any framework for sectoral analysis must provide not only the means to 
identify both the necessary and sufficient conditions for the emergence of 
policy networks, but also account for their absence and for the existence of 
other types of governance structures . . . . It must also provide the means to 
analyse the conditions in which those networks responding to changes in the 
environment are dislocated, disintegrate or collapse to be replaced by a 
different governance structure. 


PRIVATIZATION ENTERS THE AGENDA 


The BL management noticed a shift in government priorities in the summer of 
1980 when, according to Michael Edwardes, privatization replaced employee 
relations as ‘the Government’s number one concern’ (1983, p. 234). This was 
primarily due to BL’s request for 990m state aid in its 1980 corporate plan. The 
combination of a high exchange-rate policy and a domestic recession in 1979/80 
had devastated its performance. The company’s request for further aid 
provided an early test for the new government’s non-interventionist industrial 
policy (which demanded that market forces be the primary determinant of 
economic success). At the eleventh hour the Cabinet decided to grant the aid 
because of the huge financial and political costs of closure (Wilks 1988, pp. 216- 
20) — in spite of opposition from the DTI minister and the Prime Minister! Pollowing 
this incident No.10 insisted that the DTI and BL change the ‘official line’ 
emphasizing that privatization, rather than recovery, was now the priority of 
the board. 

Throughout the 1980s, BL was happy to contemplate the transfer of the 
businesses to the private sector. However, the board saw collaboration as the 
most viable route to privatization and had identified Honda as a potential 
purchaser of BL cars. In 1980/81 Honda’s interest remained cautious and the BL 
Board wanted more time to persuade the Japanese car-maker to think about 
equity involvement. The board was also looking for a partner to collaborate in 
its commercial vehicle operations. 

It was the board’s pursuit of the collaboration policy which led to a second 
incident that further soured relations between BL and No.10. In 1980 the board 
split the BL empire into four distinct operating groups: Cars (Austin, Rover, 
Jaguar), Unipart (Components), Leyland (Commercial Vehicles) and Land 
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Rover. The reorganization was designed to facilitate the company in its search 
for a partner for the commercial vehicle businesses. The board proposed to 
consolidate this strategy in 1981 by splitting the group into two companies, one 
dealing with cars, the other with commercial vehicles and components. This 
move was supported by the DOI but was rejected by a cabinet sub-committee in 
January 1982 which endorsed No.10’s proposal that independent consultants 
should review the options. This independent assessment eventually recom- 
mended that Land Rover be privatized. 

The company was convinced that it was essential to retain Land Rover in 
order to sweeten a future sale of its struggling commercial vehicle operations. In 
addition, Land Rover was the most successful part of the entire group and BL 
was reluctant to let it go. Nevertheless, in an attempt not to antagonize the 
government the board began drafting a sale prospectus. The board’s misgivings 
were boosted by the after-effects of the 1979-80 oil price shocks which began to 
affect Land Rover’s exports to Africa and Asia in 1981/82. With Land Rover’s 
prospects looking temporarily downbeat and the government, by now, 
otherwise occupied by the Falklands affair, the board persuaded the DOI to 
postpone privatization. This incident infuriated Prime Minister Thatcher and 
BL’s Business Strategy Director recalled that Mrs Thatcher’s attitude towards 
Michael Edwardes changed from one of ‘high regard to dislike, she felt she had 
been deceived over Land Rover’. The government was further angered by 
Edwardes when, after opposing the Land Rover sale, he asked for more state 
aid to fund retrenchment. 

BL abandoned its plans to reorganize the group following the incident 
because Michael Edwardes believed that retaining a unified group would help 
to ‘concentrate on the fight against premature privatization’ (Edwardes 1983, p. 
249). At this point the government was only involved in preliminary talks with 
Nissan about a possible British investment and privatization was perceived as 
desirable on ideological and expenditure control grounds alone. 


THE JAGUAR FLOTATION 


In 1983, BL recorded its first pre-tax profit (4m) since the Conservatives had 
come to power (HC 490, 1983-84, p. 2). The car side of the business had returned 
a pre-tax profit of 73m and, most significantly, Jaguar had made profits of 55m. 
In October 1983, with Edwardes recently departed from the BL Board, his 
successors abandoned the previous opposition to piecemeal asset sales and 
proposed to sell 75 per cent of Jaguar in a public flotation. The board’s strategy, 
beginning with Jaguar, was to divide the group into discrete companies each 
initially owned by a BL holding company, then selling 75 per cent of each 
company leaving 25 per cent in the holding company. It was envisaged that only 
Austin Rover would be left under full control of the holding company while the 
Honda relationship developed. The board believed that the holding company 
would be able to retain a market value and would not require further state aid 
because of its minority shares in the other privatized companies. This change of 
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direction caught the Trade and Industry Select Committee (TISC) — which had 
meticulously scrutinized BL’s progress under state ownership — completely by 
surprise. The committee commented that: ‘the amputation of the most healthy 
part of the company (Jaguar) is bound to make it harder for the rest of BL to 
achieve viability in the next few years’ (HC 490, 1983-84, p.v). 

The decision to sell Jaguar must be examined in the context of the operating 
environment which the government had imposed on the company. The decision 
to sell 75 per cent of Jaguar was taken to satisfy the wishes of the major 
shareholder — the government. The sale was necessary to raise money for 
investment in other parts of the group following the financial restrictions placed 
on the business. Within BL, the strategy also met the desire of Jaguar 
management for greater autonomy over the business. To the dismay of the 
board, once the decision to sell 75 per cent was taken, Jaguar executives saw the 
opportunity to re-establish independence and began lobbying ministers directly 
for a full transfer of assets. 

The BL Board bitterly opposed Jaguar management’s campaign, not least 
because a 25 per cent in Jaguar was thought to be a good trade investment for 
the holding company. BL also believed that there were business advantages 
which could be exploited if a formal relationship with Jaguar remained in place. 
For example, BL made all the body pressings for Jaguar cars and BL also wanted 
to maintain its common distribution outlets with Jaguar in the USA. By their 
own admission, the BL Board recognized that these arguments were unlikely to 
prevail but the Vehicles Division and the incumbent DTI Minister Norman 
Tebbit, who were also worried about a foreign take-over of Jaguar, backed the 
strategy (Tebbit 1989, p. 278). There followed several months of negotiation over 
the policy details in the BL network and the bargained outcome was referred to 
the ‘Official Group on BL’ in February 1984. 

The Treasury and the No.10 Policy Unit were unhappy with the proposals, 
believing that a flotation would be hampered if BL kept 25 per cent of the shares. 
No.10 also objected to the principle of BL holding investments in private 
companies. Tebbit was unhappy with this response and insisted on taking the 
matter directly to cabinet committee level where he was met with a similar 
rebuttal (Tebbit 1989, pp. 278-9). The DTI official who negotiated the original 
policy with BL recalls the outcome: ‘The interdepartmental committee forced us 
to look at alternative options. John Moore (Treasury) and John Redwood (No.10 
Policy Unit) were present and made it clear that from a share ownership point 
of view a full flotation was desirable’. The government also believed that a full 
flotation would be electorally advantageous, as it would allow it to perpetuate 
the ‘share-owning democracy’ slogan. 

With the full flotation option now set in concrete there were two outstanding 
issues to be resolved; the size of any ‘golden share’ and the price of the shares. 
The DTI proposed that the government should hold a 25 per cent share in the 
company. Once again this was rejected at interdepartmental level because the 
Treasury felt that it would inhibit the flotation and No.10 still insisted on a 
complete break with state ownership (The Financial Times, 23 May 1991). In fact, 
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Tebbit had to struggle to gain cabinet approval for a single golden share lasting 
until the end of 1990 (Tebbit 1989, p. 278). The BL Board was further 
disappointed when its efforts to secure a share price between 190-200p was 
rejected by the Treasury which was determined not to be left with any unsold 
stock. When the company was floated in July 1984 the share price was set at 
165p and the offer was hugely over-subscribed. BL had raised 297m for re- 
investment in the remaining businesses, although the government released 
itself from a previous obligation to grant 110m in aid, leaving the group with 
187m. Once again BL and the DTI had lost out on important issues; a problem 
that was exacerbated in this case by the support of the Jaguar management for a 
full flotation. As one BL board member concedes: 


We faced a political element. The politicians had been disappointed over 
Land Rover and now they wanted a clean break with Jaguar and nothing else 
... they wanted a scalp, it was to be 99 per cent, they would have the Golden 
Share and that was the end of it. In the face of that determination from the 
highest level in Government there is not a lot you can do about it. 


PRIVATIZATION HITS TURBULENCE 


In 1984 the Vehicles Division initiated discussions between BL, Ford and General 
Motors (GM) on the problems of over capacity in the UK commercial vehicle 
market. It was hoped that a collaboration could be agreed between BL and at 
least one of the American companies. These discussions produced the 
possibility of a rationalization agreement between GM and BL. GM was interested 
in merging Leyland-Land Rover with its Bedford Truck operations which were 
thought too small to be viable in the long term. GM’s European car operations 
were based at its German subsidiary Opel and the company intended creating a 
European commercial vehicle base in the UK through its Vauxhall subsidiary. 
GM also believed it could exploit Land Rover’s marque through a more global 
dealership network. GM and BL continued discussions throughout 1985 and by 
December these had reached an advanced stage with Vehicles Division and 
Treasury Officials becoming involved in the process. A provisional sale was 
agreed with GM and by January 1986 there were two main issues to be resolved; 
the sensitivity of selling Land Rover as part of the deal, and GM’s unusual 
request to pay for the purchase with bonds and other non-cash methods. The 
Treasury wanted a cash payment. 

This carefully negotiated deal was jeopardized by two events in early 1986. 
First, the government was in turmoil after the Westland affair which had placed 
American ownership in strategic sectors under the public microscope. Second, 
it emerged that Ford was trying to purchase Austin Rover. 


The Ford negotiations 


Ford’s interest began following a casual conversation between Norman Tebbit 
and senior Ford officials at the annual dinner of the company’s European 
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Advisory Council. Tebbit was now Conservative Party Chairman and agreed to 
mention Ford’s interest to the DTI Minister Leon Brittan. Brittan met with Ford 
Executives in October 1985 and accepted the commercial logic of a possible deal 
but he requested time to consult senior ministerial colleagues about its political 
acceptability. The DTI gave Ford permission to begin exploratory discussion 
with BL in early November. 

Ford’s initial interest stemmed from the possibility of collaborating with BL on 
engine development. By 1985 BL was committed to buying in large engines from 
Honda and was planning its own small engine range. BL did not, however, have 
plans for a middle range engine and Ford saw an opportunity for sharing 
development and production costs in this area. There is little doubt that Ford 
also wanted to halt further collaboration between BL and Honda. The Ford UK 
Chairman at the time, recalls: ‘It started with engines and extended from there. 
The idea was to achieve economies of scale and create one big competitive 
British manufacturer. Our American parent kept asking me "Why are BL buying 
engines from Japan when we already make them in the UK?"’ 

This development illustrated the government’s growing confidence in its 
privatization programme and its willingness to adopt a more dirigiste posture to 
achieve its objectives. At the end of a meeting on the Leyland truck business in 
November 1985 the DTI Minister informed BL that he wished the Ford option to 
be explored with ‘speed and enthusiasm’. Mike Carver from BL recalls: “We 
were absolutely stunned. We were there to talk about trucks and he raised this 
new issue as a parting shot. It was literally his last words as we were getting up 
to leave’. The Ford negotiations ran from mid-November 1985 until the end of 
January 1986 when they were halted by a leak and a major parliamentary storm. 

BL was far from happy with the Ford overture and made this known to the 
government. However, a disagreement about tactics developed between the 
management of Austin Rover, led by Ray Horrocks, and the rest of the board. 
Horrocks wished to frustrate Ford’s interest at all levels whereas the other 
members of the board were worried that this might only (further) irritate the 
government. Horrocks took particular exception to the government’s request in 
January 1986 that BL allow Ford access to its commercial figures. He was 
instructed by the DTI Minister to exchange costings with Ford and recalls that: 


Some of the information they were asking for was commercially sensitive 
and could be used to the detriment of the business. I personally fought to 
withhold some of it. It was a contested predatory bid and I kept telling the 
politicians that if I made an aggressive bid in the marketplace I would be 
asked to put my price on the table, I would not be given the books in 
advance. 


BL’s opposition to the policy made little impact on the government which 
insisted the option be explored. The DTI officials involved in the issue were also 
convinced that it had become interwoven with the political career of Leon 
Brittan during his controversial six month spell at the DTI. He had been 
transferred to the DTI from the Home Office in the summer of 1985 and one DTI 
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official recalls: ‘Leon was very aware of No.10’s hostility towards BL ... he did 
not want to be accused of spoiling Ford’s move ... he was very concerned about 
his political standing and felt he could not be seen as being too close to BL’. 
BL was also concerned that the negotiations were being steered by branch 
v1 of the Vehicles Division, which was the sponsor of Ford, and not by BL’s 
sponsor — V2. 


Parliamentary pressure 

On 3 February 1986 Labour’s Industry spokesman, the late John Smith, asked 
for a ministerial statement on his information that negotiations between GM and 
BL had reached conclusive stages. Once the news of the GM-BL talks had leaked, 
the government was forced to reveal the existence of the Ford negotiations as 
well. Although BL’s relationship with No.10 had been strained for some time, 
the company did have considerable support on the Conservative backbenches. 
BL’s management regularly met and briefed members of the Conservative 
Industry Committee and the all party Motor Industry Group of MPs and Peers. 
Thus, BL could reasonably expect some parliamentary support for its resistance 
to the Ford talks. 

Two influential Conservatives, Sir Edward Heath and Sir Hal Miller, the Vice 
Chairman of the Conservative Party, immediately organized a backbench 
opposition campaign. BL also had allies in the Cabinet. The Prime Minister and 
the Chancellor had agreed that the DTI should allow Ford to continue with its 
interest when the ʻE’ committee discussed the issue on January 18. Those 
cabinet members with constituency interests in BL, principally Norman Fowler 
and Peter Walker were furious that the policy had reached cabinet committee 
level without their knowledge. Fowler (1991, p. 236) later argued that he had 
‘known nothing of this dramatic development of policy. I had not even been 
consulted ... Yet it was becoming increasingly clear that the strategy of the sale 
had been approved by the Cabinet’s economic committee’. The ingredients 
were present for a second public row just weeks after the Westland affair. 

Before the GM and Ford talks become public knowledge, the ʻE’ committee 
had been structured to provide a predisposed context. The involvement of the 
Midlands cabinet members at an earlier stage may well have led to a different 
government position. As one interviewee put it “That was very much Mrs 
Thatcher’s style. She liked to get all the loose ends tied up and present the 
policy to the full Cabinet as a fait accompli’. There seems little doubt in this case 
that senior Conservatives were as angry about the way the policy had been 
developed as they were about the commercial logic of the deal. Fowler was in a 
strong position after Westland and was invited to join the ‘E’ committee on BL 
which was to follow Cabinet on 6 February. At this meeting Norman Tebbit 
expressed belated concern about the sensitivity of the deal and it was decided to 
end the talks. The Chairman of Ford recalls the sudden nature of the decision on 
February 6: ‘We called the DTI in the morning and were given permission to 
proceed with the talks. The same afternoon we got a phone call from the 
Minister telling us literally to get out’. 
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Throughout the Ford Talks, BL was in effect a ‘prisoner group’ which found ‘it 
particularly difficult to break away from an insider relationship with 
government’ (Grant 1978, p. 5). As Grant has noted, a lack of success in these 
circumstances may lead the ‘prisoner group’ to adopt a ‘high profile’ strategy in 
the public and parliamentary arena. This is exactly what BL did. As one DTI 
official commented: ‘BL were 100 per cent opposed from the start and they 
probably knew that they had more chance of winning the argument on the floor 
of the House than in Victoria Street or Downing Street’. 


The collapse of the GM deal 
BL was convinced that Austin Rover could be revitalized through collaboration 
with Honda. The company held out no such hopes for the commercial vehicles 
side of the business and supported the deal with GM. The ʻE’ Committee 
returned its attentions to these talks with Norman Fowler and Peter Walker now 
fully involved. Both ministers were worried about GM’s poor track record in 
commercial vehicles in Britain and the consequences of Land Rover falling into 
American ownership. BL wanted the finance and Land Rover was needed to 
sweeten the deal for GM. By early March the committee had reached a stalemate 
on these issues. When it met for the fourth time on 18 March it permitted the DTI 
and BL to continue negotiations with GM but it was clear that the concerns of 
Fowler, Walker and now Tebbit could not be reconciled with the support of GM 
and BL for a full transfer of assets. In the three days that followed, negotiations 
between the DTI and the companies took a new turn and collective decision- 
making on the issue collapsed. In the meantime, the backbench-orchestrated 
‘Keep Land Rover British’ campaign rolled on. 

The Prime Minister supported secret DTI moves to devise options with the 
two companies that would placate fears about Land Rover. Two potential 
solutions arose from these discussions: 


(1) GM was to take 49 per cent of Land Rover leaving 51 per cent with BL — 
GM has a later option to take a controlling interest (DTI proposal). 

(2) GM was to take 100 per cent but a British supervisory board was to be set 
up to ensure that it respected a number of pre-agreed conditions (BL 
proposal). 


BL executives met the DTI Minister on 19 March to discuss the Land Rover 
issue. At the meeting they told the DTI team that option 1 would not be 
acceptable to GM and urged the minister to accept option 2. The new DTI 
Minister Paul Channon agreed providing BL could get assurances from GM that 
it would pay cash for the deal. GM agreed to these conditions after two days of 
negotiations. Not for the first time, confidential details found their way into the 
public arena and this prompted Norman Fowler to re-enter the process on 20 
March. Fowler was furious that the Prime Minister’s promise to keep him 
informed had been broken and he sent a minute to No.10 threatening 
resignation should either of them be implemented (Fowler 1991, p. 243). In 
one of the most dramatic U-turns of the Thatcher period, on an industrial issue 
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of far greater strategic importance than the Westland affair, the government 
terminated the discussions with GM. Not surprisingly, BL and GM were furious 
at the outcome after almost two years of negotiation. BL’s truck, bus and van 
businesses showed no sign of recovery without major rationalization and 
investment, which BL simply could not finance. However, after Westland and 
the Ford negotiations, the GM deal had assumed a political dynamic which 
made it contentious in the short term. 

Each of these aborted policies did not exist in a political vacuum but instead 
added new dimensions to the history of the privatization policy. The proposed 
Ford deal had threatened Honda’s relationship with BL and thereafter Honda’s 
views would be influential in the search for privatization options. Moreover, 
while the DTI assured Ford that it would have the first option of any future sale 
of Austin Rover, the show of economic nationalism on the government's 
backbenches in 1986 effectively ruled out a trade sale to another ‘foreign’ car- 
maker for the forseeable future. Finally, the derailment of both privatizations 
led to internal changes within BL as the government ‘sacked’ key board 
members. The most significant casualty was Ray Horrocks who later told the 
TISC ‘Unluckily I organized the resistance to the Ford deal and I have paid the 
price’ (HC 291, 1985-86, para. 111, p. 14). 


THE 1987 CORPORATE PLAN 


The 1987 Corporate Plan contained a commitment to continue the recovery of 
the Austin-Rover business at the expense of the other businesses in the group. 
Although the GM deal had fallen through BL was determined to concentrate on 
its core car business and to bring Land Rover into this side of the group. The 
plan contained proposals to set up an Anglo-Dutch commercial vehicle 
company (Leyland-DAF) which included Leyland Trucks, Freight Rover Vans 
and DAF Trucks. The plan also announced that Unipart, BL’s component 
business, would be sold to a management consortium (this was to be one of the 
most successful and least controversial sales from the group). Leyland Bus was 
subject to a management buy-out in 1987. Finally, the plan sought approval for 
further collaboration with Honda on a new model range. 

The new board had disposed of peripheral assets and those companies which 
were not central to the car side of the business. The strategy was clearly to direct 
all available resources into car production as the company consolidated its 
(ultimately) successful transition from a struggling medium volume player to a 
profitable low volume producer of quality vehicles — symbolized by the 
company changing its name to Rover Group. The government approved the 
plan immediately and was anxious to keep a low profile on Rover until after the 
1987 General Election. 

Any period of calm for Rover was short lived, Lord Young was appointed to 
the DTI after the election and the search for a formula to privatize Rover became 
as intense as ever. Privately, Lord Young had told the Prime Minister that he 
would privatize the company by Christmas of 1988. The Rover Group Board 
had been working on the assumption that the company would either enter into 
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a formal relationship with Honda or be floated once it had returned to 
profitability. Both these strategies were not, however, consistent with the 
Minister’s determination to find a short-term solution. Lord Young was also 
sceptical of the possibility that the group would achieve the profitability needed 
for a successful flotation. He tried (without success) to persuade Jaguar to 
purchase Land Rover in 1987. When this overture was rebuffed the government 
appeared to have run out of ideas on how to achieve the early privatization it 
clearly wanted. 


THE BRITISH AEROSPACE NEGOTIATIONS 


The government's eagerness to sell Rover did not go unnoticed among other 
British manufacturers. In November 1987 the British Aerospace (BAe) Chairman 
Mr Roland Smith indicated to the Rover Board that his company would be 
interested in purchasing Land Rover. BAe then approached the DTI Permanent 
secretary and suggested they ‘might’ be interested in the whole group. BAe was 
attracted by the short-term turnover that Rover could provide and both 
companies realized the attractions of a “British solution’ for the government. 
BAe had requested an exclusive period in which to conduct negotiations with 
Rover. The government’s financial consultants advised against this and 
recommended the option of a limited tender, since Ford, Volkswagen and 
another British company Melton Medes were all potential bidders. Lord Young 
decided against this advice because: ‘what we were after was not necessarily the 
best price but the best solution’ (Young 1990, p. 294). This angered Ford who 
had been guaranteed first option when Rover’s future was being decided. In a 
letter to Lord Young dated 2 March 1988 the Chairman of Ford Europe wrote: 


We believe we had a clear understanding with your Department that when 
the Government came to explore different alternatives about the future of 
Rover we would be involved and be able to participate in some way. I do not 
propose to comment on the merits of the options available to the 
Government or the contribution Ford could make. As I understand your 
statement, the discussions will be confined to BAe and the Rover Group and 
we have been excluded. I would like you to be in no doubt about our deep 
disappointment. 


The treatment of Ford UK was remarkable by any standards. The American 
subsidiary was the market leader in the UK, a large investor and employer, and 
had been a loyal company to both the government and the Conservative Party. 
The manner in which it was frozen out was further evidence of the importance 
of ministerial actors in the policy process. More significantly, it was also 
evidence of the government's confidence that it could attract further Japanese 
investment into the sector. The government was willing to jeopardize long- 
standing relations with Ford rather than risk any disruption to the (now) 
established Japanization policy. Lord Young later argued: ‘In my view, there 
was an overriding point: Honda was interested in coming into Britain through 
Rover and I was very anxious to land all three Japanese producers. Honda told 
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me categorically that they were not interested in coming in through anyone else, 
other than BAe ownership’. 

In March 1988 the government announced that a deal had been reached with 
BAe. The policy involved further state aid to write-off Rover’s debts and it 
would require the approval of the European Commission. The deal had five 
main elements: 


(1) The government was to inject 800m into Rover Group to eliminate 
Rover’s indebtedness. 

(2) BAe was to pay 150m for the government’s 99.8 per cent shareholding in 
Rover. 

(3) The Rover Group was not to use more than 500m of its accumulating 
trading tax losses against future profits; its other tax reliefs were to be 
confined to Rover (rather than be made available to BAe). 

(4) The government’s guarantee of Rover’s obligations, known as the 
Varley-Marshall-Joseph assurances amounting to 1,600m, was to be 

(5) BAe was not to relinquish control over Austin Rover and/or Land Rover 
for the next five years (without being liable to incur a financial penalty). 


The Commission had in fact taken a special interest in the European motor 
industry and was determined to eradicate state aids in readiness for the single- 
market deadline. Between April and July 1988 the Commission demanded 
sweeping changes to the March deal. 

The main issue for debate between the two sides was the proposed 800m cash 
injection. In accordance with its comparative cost-benefit analysis model used 
for calculating admissible state aids the Commission argued that only 469m 
could be injected. The DTI was convinced this would jeopardize the deal and 
following its protests, the Commission agreed to allow 78m in regional aid as 
part of a revised deal. Despite this concession, the DTI were unable to reach a 
compromise with BAe. The total aid the Commission was willing to sanction left 
the deal 240m short of the sum agreed in March. On 6 July 1988, a DTI team met 
with Commission officials and secured a further 29m in debt write-off plus the 
removal of some ring-fencing on Rover’s capital losses. However, BAe insisted 
that the 240m shortfall in cash injection would have to close to 100m if the deal 
was to go ahead. In a bid to meet their demands, Lord Young suggested that 
payment of the purchase price for Rover could be delayed until the following 
financial year — in effect a tax concession — subject to Commission approval. 
This appeared to placate BAe and the following deal, was concluded on 14 July 
1988: 


(1) The sale price remained 150m with the payment being deferred. 

(2) The government’s capital injection was reduced to 469m plus 78m in 
regional assistance. 

(3) Restrictions on BAe’s use of Rover’s capital tax allowances and losses 
were lifted. 
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(4) Further financial aspects of the deal were not announced. 


The British companies had clearly exploited the fact that the government was 
determined to sell Rover within a relatively short time-scale. Indeed, BAe twice 
accepted increases in the purchase price demanded by the Commission. BAe 
knew that the collapse of negotiations at an advanced stage would cast great 
uncertainty over Rover’s future. The government’s bargaining position was 
weak, to say the least. 

This was clear from the details of the July deal. However, it was later revealed 
that the undisclosed aspects of the deal were in fact illegal payments made to 
BAe to overcome eleventh hour problems. This was revealed in a leaked 
National Audit Office memo sent to the Public Accounts Committee regarding 
the unpublished financial aspects of the sale. The deal had been closed with the 
help of five additional elements: 


(1) A payment to Rover Group of 1.5m as a reimbursement for their 
privatization costs. 

(2) A reimbursement of 9.5m to BAe for buying out the minority 
shareholders and for BAe’s acquisition costs. 

(3) A possible payment of 5m in lieu of BAe’s contribution to the Columbus 
space programme. 

(4) The deferment for 19 months of the payment of the 150m purchase price 
(worth 22m net in interest charges). 

(5) The removal of the ring fences on Rover’s capital losses and allowances 
worth 25m. 


The critical period in the negotiations was between July 6-12 1988. BAe later 
told the TISC that it had set an internal target in June 1988 for the amount of state 
cash injection it was seeking (HC 149, 1989-90, Qu 164). The figure was between 
600-615m - 55m more than the Commission was prepared to sanction. The 
undisclosed sweeteners were clearly a means of reducing the gap between the 
Commission’s figure and BAe’s expectations. The two companies and the DTI 
were aware of the Commission’s authority in this area and it was for this 
reason that they decided not to disclose full details of the deal. This was 
confirmed in a letter sent by the DTI minister to BAe the day before the deal was 
signed: 

On deferment of payment of 150m ... I can offer three possibilities in 

ascending order of risk that the deferment will be picked up by the EC, in 

which case they might require repayment on the notional interest saved ... as 
you are well aware the Commission have the power to seek repayment. 


Lord Young added: 


..in order to avoid seriously misleading Parliament, when we table the 
revised estimates of the cash injection on the day of the statement, we cannot 
include the 150m as a receipt due this year. The omission is likely to be 
spotted by at least some members. 
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There were of course pragmatic reasons for withholding information from 
Parliament and the Commission. Rover’s future would have been jeopardized 
had the deal collapsed at an advanced stage and all the actors knew the risks 
they were taking by concealing the ‘sweeteners’. However, while the disclosures 
caused the government considerable embarrassment they did not in the final 
analysis lead to any serious revision of the terms of the deal. Indeed, the 
incident illustrated just how ephemeral parliamentary influence had been. 
Despite its detailed interest in the BL privatization in 1986, Parliament remained 
completely excluded from policy development in 1988. As Lord Young’s letter 
illustrates, the main participants were aware of the likely parliamentary 
interest, but were keen to keep the issues off the party-political agenda. They 
seemed less aware of the creeping Europeanization of policy and, if there was a 
constraint on the activities of the policy network it was not the UK Parliament, 
but the European Commission. 


A RATIONAL INDUSTRIAL STRATEGY? 


The privatization and Japanization policies of the Conservative government 
suggest that political judgement need not be compatible with a rational 
industrial strategy. The efficacy of the policy is not in question nor, we would 
contend, is the notion that it was a genuinely pro-active approach to industrial 
decline in one sector. However, the implementation of the privatization owed as 
much to political expedients as industrial or commercial logic. There are several 
examples of this. The sale of Jaguar appeared premature and there were always 
question marks over its ability to survive as an independent low volume 
producer. The doubts were confirmed when Ford purchased the company in 
1989. Similarly, DAF has proved to be a weak partner for BL’s commercial 
vehicles business and arguably General Motors would have proved to be a 
stronger partner. The deal with General Motors was called off because of the 
political controversy surrounding the sale of Land Rover. BAe may have solved 
the political dilemma over the foreign ownership of Land Rover but it was an 
improbable long-term owner for the Rover Group given the financial 
investment required to update Rover’s model programme. 

The strategy of successive BL/Rover management teams was to progress the 
joint venture with Honda on cars. Honda was encouraged to acquire the Rover 
Group from BAe in early 1992. An acquisition of this nature had never been part 
of Honda’s European strategy and as it deliberated in January 1994, BMW 
opened separate and ultimately successful negotiations with BAe. There is no 
doubt that the Rover management’s preferred option was a deal with Honda. 
There is also little doubt that the DTI was unhappy with the sudden sale of the 
Rover Group to BMW and the treatment of Honda in the affair. The Japanese 
company began to unravel its links with Rover almost immediately and in 
doing so disrupted a valued part of the government’s Japanization policy for 
the sector. The DTI was given no opportunity to mediate in the negotiations and 
the Minister, Michael Heseltine, was reported to be ‘angered and embarrassed’ 


© Blackwell Publishers Ltd 1996 


450 ANDREW M. MCLAUGHLIN and WILLIAM A. MALONEY 


by the abrupt nature of the decision (The Guardian, 19 March 1994). The 
government had no effective steering instruments by this stage. 

It may appear somewhat harsh to criticize the piecemeal privatization with 
the luxury of hindsight. It is arguable that even if the government had tried to 
keep the various parts of BL together in the 1980s — the national champion 
option — the group would still have succumbed to the process of rationalization 
and consolidation in the global motor industry. The national champion option 
was never properly considered being unpalatable for ideological reasons and 
impracticable from a public expenditure perspective. 


CONCLUSIONS 


The BL management was never opposed to privatization, but it had clear views 
on how privatization should be achieved. This involved the sale of peripheral 
businesses, and finding international partners (and eventual purchasers) for the 
core businesses. This strategy was undermined by a more interventionist 
government in the early 1980s which injected the government-industry 
relationship with a great deal of tension, but initially, produced little by way 
of outcomes. The government’s confidence in a piecemeal approach to 
privatization increased when it became convinced that Japanese investment 
could be used to compensate for the decline of indigenous production. In the 
government’s view, BL’s national champion status was irretrievable and the 
Japanese could perform the role of surrogate national champions. Privatization 
also become more feasible following the rationalization of BL which reduced the 
group’s economic significance and hence its political leverage. 

The implementation of such a substantial shift in policy and strategy required 
and, in some senses precipitated, significant changes in the government- 
industry relationship. The various actors involved in the BL steering process 
began in 1979 on the assumption that there was a commitment to recovery in 
British-owned production and that tranches of public money would be 
provided for stated improvements in productivity and product quality. BL’s 
infamous request for further state aid in 1980, at a time when public spending 
was under the microscope, changed that situation. The incident hardened the 
new government's ideological objections to intervention and crystallized the 
ordering of priorities on BL’s future. BL’s national champion status was 
weakened in the mind of the Prime Minister and key cabinet colleagues, if 
not the Conservative Party as a whole. In fact, BL symbolized all that the 
Conservatives deemed to be wrong with the British economy. Thus 
privatization, which had barely entered common parlance, became the priority 
if further public funds were to be released. 

The new realities of the relationship manifested themselves in a number of 
ways. Ministers began to take a more detailed and assertive interest in the 
steering process. One BL official recalled a draft letter from BL to Honda being 
returned by No.10 with Mrs Thatcher’s handwritten revisions! The strong 
ideological preference for privatization also led to conflict between senior 
cabinet figures and a succession of DTI ministers as the latter wrestled with the 
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morass of problems at BL. As more and more issues of strategy and policy 
became the subject of inter-departmental negotiations, the DTI proved to be a 
weak sponsor while the Treasury and the No.10 Policy Unit were formidable 
interests. The political enthusiasm for an early privatization was of course easily 
squared with the on-going desire to reduce public expenditure. 

The policy process throughout this period exhibited a dynamism not usually 
seen in network case studies. The policy network approach has lent itself to the 
study of policy details and outcomes at a disaggregated level. The privatization 
of British Leyland illlustrates the limitations of the network approach. We have 
found that discrete network structures involving civil servants and BL 
management within which policy details are negotiated, were at certain times 
undermined by other governance structures. This included frequent interven- 
tion by senior political figures as well as the role of ideology and symbolism in 
the policy process. Each factor contributed to outcomes during the privatiza- 
tion. 

This case study suggests that policy networks plan an important role in 
shaping policy outcomes, but they can and do co-exist (at times unharmo- 
niously) with other sectoral governance structures. Here, policy outcomes had 
as much, if not more, to do with the interaction between the network and other 
governance structures, as they had with the interactions between actors in the 
network. We would suggest that many of the issues raised here have also been 
relevant in the successful efforts to privatize water (Maloney and Richardson 
1995), the failure to privatize the Post Office, and the ongoing efforts to privatize 
British Rail. More attention needs to be paid to those instances where the 
political visibility of major issues undermines the routinized and regularized 
nature of network structures. Policy analysis requires a more holistic approach 
which takes account of the context of policy making and the existence or co- 
existence of different types of meso and macro governance structures. 
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COMPARATIVE AND INTERNATIONAL 
ADMINISTRATION 


REINVENTING THE AMERICAN FEDERAL 
GOVERNMENT: REFORM REDUX OR REAL 
CHANGE? 


PATRICIA W. INGRAHAM 


Reinventing government in the United States is the most recent of several efforts 
to reform public organizations and management. A cornerstone of the Clinton 
Administration’s agenda for change, reinvention is proceeding on several levels. One is 
that of political symbolism and rhetoric: reduce waste, eliminate unnecessary 
programmes, and improve efficiency. Another level is found in the reinvention 
laboratories created throughout the federal government. Here the focus is on quality, 
customer service, streamlining processes and procedures, and eliminating unnecessary 
rules and regulations. A third level is found in policy and system changes; here the 
emphasis is on examining broad functions, decentralizing major activities, and 
providing legislative support for necessary changes. 

Implementation of reinvention activities has been decentralized and loosely 
monitored. Many of the initiatives in the reinvention laboratories are difficult to 
track and analyse; changes at this level do appear, however, to be extensive and 
diverse. Broader legislative changes have not been so extensive and the Clinton 
Administration has been slow to introduce key legislative packages. The role of 
Congress is unclear. 

Despite uneven progress and failure to ask key policy and implementation questions, 
reinvention is creating significant change in the federal government. The outcome of 
those changes and the long-term future of reinvention depend on the continued 
commitment of the members of the public service, as well as much clearer political 
support and will. 


To fully understand the effort to re-invent government in the United States, it is 
necessary to analyse it from several perspectives. At a minimum, these 
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perspectives include that of presidential politics, that of the organizations in 
which many of the changes are taking place, and that of the larger systems and 
institutions which must be changed if reinvention is to have a long-term impact. 
Most of the targets of reinvention are not easily reshaped; they have 
successfully resisted most past efforts at reform. If the current endeavour is 
to succeed, the glue of politics and political will must hold it together, and 
therein lies a major part of the story. 

Equally significant, however, are the efforts made inside the bureaucracy to 
change rule-bound processes and to focus on quality, rather than procedure. 
This is the much quieter side of reinvention, but it deserves equal billing. The 
final perspective, that of large-scale system change, is significant because it 
mandates legislation to eliminate programmes and to remove existing statutory 
constraints on public organizations and their managers; that, in turn, mandates 
congressional buy-in and action. Despite the furore over the 1994 congressional 
elections, this buy-in is currently the least clear part of the equation. 

Reinvention is only the latest initiative in the enduring cycle of reform in the 
United States. The Clinton Administration’s ‘reinventing government’ effort, 
spearheaded by Vice-President Al Gore and his National Performance Review, 
has two firm, but different, foundations. The first is a clear political mandate for 
change — any change. President Clinton’s election was premised on change; his 
announced intent for the National Performance Review was to fix a government 
that was ‘broke and broken’. The 1994 congressional elections underscored the 
importance of that foundation. 

The second foundation is the Osborne and Gaebler (1992) argument for 
smaller, flatter, more entrepreneurial, and more responsive government. David 
Osborne was a leading figure in the activities of the National Performance 
Review; he played a key role in its report. He recently wrote that reinvention is 
floundering because President Clinton has strayed from its intent, permitting 
White House advisors to derail important initiatives and settling for modest, 
inconsequential changes (Osborne 1995). 

Nonetheless, reinvention activities are now present in every major federal 
agency. Responses to reinventing have varied widely: there are different levels 
of enthusiasm, different levels of conviction that change is necessary, different 
levels of confidence that the Clinton Administration is serious about the 
changes, different levels of political executive commitment inside the agencies, 
and different problems being addressed. 

Some observers of these efforts have argued that the Clinton Administration 
dropped the ball when they did not follow through on NPR (National 
Performance Review) recommendations more aggressively; to be sure, the 
Clinton Administration had what can euphemistically be called a very modest 
implementation plan. Others argue that in the months since the report was 
released, a ‘beachhead’ has been established, and the ‘NPR invasion cannot be 
allowed to fail’ (Kettle 1994 p. 4). Still other observers are not so sanguine about 
either the effort itself or the progress it has made, arguing that reinventing 
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government misinterprets the problem, or, more resoundingly, flat-out 
condemning the efforts (Moe 1994). 

The political mandate that was perceived to have emerged from the 1994 
elections gave the Administration’s plan new vigour and sparked discussion of 
a second National Performance Review: whether reinvention per se is a part of 
the Republicans’ ‘contract with America’ strategy is not yet clear. Quite clearly, 
however, there is congruence between the intent of reinvention and the 
electorate’s demand for change. Further, reinvention proposed to reduce the 
size of government substantially; that, too is part of the perceived new mandate. 

At the same time, the political demands and the reinvention proposals 
contain some of the tensions present in Europe’s managerialist reforms in the 
1980s: smaller, more flexible, decentralized agencies and managers with more 
discretion may be desirable on one level, but the issue of continued political 
direction ~ and, in fact, control — lurks behind each trade-off. That is why it is 
important to compare the political rhetoric of reinvention to the reality of 
legislative change. 


REINVENTION AND THE REPORT OF THE NATIONAL 
PERFORMANCE REVIEW 


Shortly after assuming office, President Clinton appointed Vice President Gore 
to head the National Performance Review. The NPR was staffed largely by career 
civil servants on leave from their agencies; the Vice President’s Office closely 
monitored and directed the activities. David Osborne served as consultant to 
the effort. The staff examined every cabinet department and ten agencies. Public 
hearings were held and expert testimony from a variety of sources was 
solicited. In addition, reinvention teams were created in each department and 
agency and cabinet secretaries were asked to establish reinvention laboratories — 
limited agency-specific initiatives which were to solve problems identified by 
the agencies in more flexible and creative ways. 

The report proceeded from five principles, taken directly from Osborne and 
Gaebler: 


e cutting unnecessary spending; 
e serving customers; 

e empowering employees; 

e helping communities solve their own problems, and 
e fostering excellence. 


The report argued that government would change by: 
e creating a clear sense of mission; 
e steering more, rowing less; 
e delegating authority and responsibility; 
e replacing regulations with incentives; 
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e developing budgets based on outcomes; 

e exposing federal operations to competition; 

e searching for market, not administrative solutions, and 
e measuring success by customer satisfaction. 


The report contained 384 major recommendations, covering 27 federal 
agencies and 14 systems (such as procurement, personnel and budgeting). It 
recommended cutting the federal workforce by 12 per cent, or 252,000 positions 
over five years. The report estimated that $108 billion could be saved over the 
same period, noting that $22 billion could be saved by reforming the 
procurement system alone (NPR 1993, p. iv). 

The recommendations emphasized cutting red tape - streamlining budget 
processes, decentralizing personnel policies, redesigning the procurement 
system, and eliminating regulations whenever possible. The authors of the 
report argued, for example, that the entire 8,000 page Pederal Personnel Manual 
should be abolished. Oversight functions and positions in budget, personnel, 
finance and other areas were to be eliminated or drastically reduced. 

In combination with decentralization and delegation of authorities to the 
agency level, the report included many recommendations related to customer 
choice and satisfaction. It recommended setting customer service standards, 
surveying customers to determine quality of service delivered, and reducing 
paperwork whenever possible. The report argued that the standard for 
customer service in the federal government ought to be ‘equal to the best in 
business’ (NPR 1993, p. 44). 

Finally, in a chapter entitled ‘Cutting Back to Basics’, the report recommended 
closing facilities and eliminating programmes that were duplicative or 
unnecessary, streamlining regional and field office systems, and collecting 
more user fees and other revenues from federal facilities and services. The 
chapter concludes in the following way: ‘We have not simply offered a list of 
cuts in this report. Instead, we have offered a new process — a process of 
incentives that will imbue government with a new accountability to customers 
and a new respect for the public’s money’ (NPR 1993, p. 120). 


REINVENTION AT THE DEPARTMENT AND AGENCY LEVEL 


A frequently overlooked component of NPR’s recommendations was the 
creation of reinvention teams and laboratories in departments and agencies. 
This component of reinvention was completely decentralized; while the NPR 
team drew on some agency specific analysis for their recommendations, 
activities and structures inside each agency were at the agency’s prerogative 
and were not centrally monitored. Indeed, only a ‘virtual oganizatian’ created 
on the Internet provided a central repository of information about specific 
initiatives and who had responsibilities for them. 
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The initiatives that federal agencies themselves have chosen are the stuff of 
dreams for professors of public administration; they are undoubtedly less 
tantalizing for others. Very real and fundamental changes have occurred in 
many places, however, and these changes are important. Members of the public 
service are keenly aware that the culture of government is changing and that it 
will not return to the ‘bureaucratic Garden of Eden’ (Peters 1994). In all of the 
agencies studied and reported on here, career members of the public service are 
well aware that they are taking risks — sometimes enormous risks — in the 
name of reinvention. While the framers of NPR and reinvention have relied 
on lofty rhetoric — often based on what Kettl terms ‘mushy thinking’ (1994, 
p. 30) — members of the public service inside the organizations are left to 
actually manage the change and to deal with its implications and consequences 
in human, organizational and programmatic terms. Those implications include 
a decreased — and still undefined — new role for middle managers, a need to 
‘streamline’ the agency while also reinventing, and a need to maintain 
performance and productivity in the face of these shifts. The pain of 
managers and executives struggling to balance all of these at one time is 
palpable. 

The following brief descriptions of agency activities are based on interviews 
conducted by the author and research associates from the Maxwell School; 
given the absence of a central data source, the summary cannot be considered 
systematic, but it does provide a representative cross-section of experience.’ 

The nature of reinvention laboratory initiatives has varied widely. The 
location of responsibility for reinvention inside the organization has varied as 
well. In some organizations, such as the Department of Defense and the Internal 
Revenue Service (IRS), reinvention changes built on, or were added to, other 
very significant organizational change efforts already underway. In other 
agencies, such as Education (a department under serious external assault), the 
opportunities provided by reinvention were seized upon as a way to discard 
much of the past and begin anew. The director of reinvention in that 
department noted that NPR recommendations and ‘daily activities’ were 
integrated, adding that 


You will not find another agency that has reinventing government as central 
to its operations as the Department of Education. We view NPR as an 
opportunity for the department. The fact that we had big problems was very 
good in a sense because we got a lot of motivation to use NPR (Jones and 
Thompson 1994, p. 12). 


In Education, formal responsibility for reinvention resides with the Deputy 
Secretary, the second highest political appointee in the agency, who chairs the 
Reinvention Co-ordination Council. As in many other organizations, a good 
part of the change emphasis at Education is on human resource management 
systems. Other foci for laboratory efforts at Education are management of 
grants and contracts and longer term strategic change (Goals 2000). 
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The Department of Agriculture also represents an aggressive use of 
reinvention tools and rhetoric. The NPR team in Agriculture began its operations 
very shortly after the initiative was announced; over a five-month period the 
team analysed six broad issue areas. Rules and regulations, human resource 
management, information management, service delivery, budget and fiscal 
processes and organizational structure were addressed. This last analysis 
resulted in a proposal to restructure the department along six mission lines, to 
reduce the number of agencies in the central office, and to consolidate central 
support staffs (Jones and Thompson 1994, p. 26). 

The NPR recommended that Agriculture eliminate 1,200 field offices; 
Agricultural itself recommended that the number be slightly higher and that 
the total employee reduction be increased as well. Reinvention at Agriculture, 
while still in early implementation, has been dramatic. After Congress passed 
legislation permitting a major reorganization in late 1994, the Secretary 
announced his intention to restructure the central office, eliminating 14 of the 
43 departmental agencies and eliminating 10 of the 17 administrative units in 
Washington. If this restructuring and the field office closures proceeds as 
planned, the department anticipates elimination of 11,000 jobs and a savings of 
$3.6 billion over a five-year period (Shoop 1995, p. 25). Reinvention activities are 
being pursued so aggressively at Agriculture that one observer used General 
George Patton’s dash across Europe in the Second World War as a comparison: 
managers in Agriculture, he said are ‘managing off the map’ (Kettl 1994). 

Another dramatic reinvention and streamlining example is provided by the 
Department of Interior’s Bureau of Reclamation. The NPR Status Report 
described the Bureau as ‘one of the five agencies at the forefront of reinvention’ 
(Kettl 1994, p. 24). The changes now being implemented are fundamental: the 
agency’s core mission is being re-evaluated and changed from that of a water 
resource development and dam construction organization to one that focuses 
on water resources management. The Bureau’s central office is being 
substantially downsized (by 20 per cent); both Senior Executive Service (SES) 
and middle management positions are being eliminated; and a great deal of 
decision-making authority is being decentralized to field offices. 

Research now underway at the Bureau of Reclamation demonstrates the 
challenges of managing this level of change. “The jury is out’, noted one 
manager, ‘on whether or not we will be able to gain the level of efficiency that 
we need to’. Said another, ‘We have concerns about people’s well-being in terms 
of pressure and stress... in many cases, employees feel that we don’t have a 
clue as to what we are trying to do’ (fones 1995). For middle managers 
particularly, the daily job has become much more demanding and stressful; at 
the same time, their long-term futures are in serious jeopardy. 

At other federal agencies, the changes have not been so broad. The 
Department of Health and Human Services (HHS), for example, has created a 
‘Continuous Improvement Programme’ (CIP), headed by the Deputy Secretary, 
which serves as the reinvention vehicle. Six career working groups report to 
the CIP Advisory Committee. All HHS employees were asked to contribute 
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suggestions for improvement of HHS programmes and services; about 3,500 
suggestions were received. In addition, an external group of experts prepared a 
plan for the Deputy Secretary and Secretary's consideration which proposed a 
major overhaul of the department, with particular attention focused on co- 
ordination at its highest levels. No formal action plans have yet emerged, 
however. 

In the meantime, one former HHS agency, the Social Security Administration 
(SSA), has undertaken its own reinvention initiatives. At SSA, these efforts have 
emphasized improving customer service. Customer satisfaction surveys 
indicated dissatisfaction with timeliness of benefits delivery; SSA subsequently 
committed to shorter turnaround times and more simple procedures. Other 
quality improvement techniques are also included in reinvention activities at 
the Social Security Administration. 

A somewhat similar process is underway at the Department of Housing and 
Urban Development, but with fewer obvious results. Retreats involving all 
employees produced nearly 15,000 recommendations for improvement. After 
winnowing that number to 2,500, the Secretary, Henry Cisneros, and other 
political appointees assigned the recommendations to programme offices for 
action. The reinvention team has been disbanded, however, and monitoring of 
implementation is not occurring in any systematic way. Indeed, in the Clinton 
Administration’s response to the 1994 elections, HUD was one agency identified 
as potentially liable to complete elimination. 

The cases in which reinvention was ‘layered’ onto other major changes is also 
worth noting. The Internal Revenue Service, an established leader in manage- 
ment innovation among federal agencies, had two other very substantial change 
efforts underway when reinventing began. A Total Quality Initiative to 
modernize tax systems had been established two years before. Total quality 
teams were examining issues such as customer satisfaction and improved 
service delivery well before NPR advocated them. Information processing and 
management systems were redesigned; implementation of the new processes 
which were created preceded reinvention. 

In addition to these activities, IRS was engaged in the process of ‘business 
system re-engineering’ (Hammer and Champy 1993). The organization was 
moving from a structure and delivery system based on function to one based on 
integrated processes and systems. That meant, among other things, that the 
number of top level executive staff (Assistant Commissioners) would be 
reduced by more than half, that the field structure would be dramatically 
altered, and that a general downsizing was probably likely (Thompson and 
Ingraham 1993). 

For all practical purposes, most of the changes proposed by reinvention were 
modest compared to those already underway at the IRS. IRS does, however, have 
a separate set of reinvention initiatives; its parent department, Treasury, also 
had adopted an extensive reinvention strategy. Most of the components of these 
activities are targeted to reduce overhead rules and regulations and to simplify 
internal processes. 
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The Department of Defense (DOD), another long-time leader in management 
innovations, was also undergoing major changes unrelated to reinvention. The 
end of the Cold War and the very significant reduction in both military and 
civilian personnel that it permitted had caused DOD to begin the change 
planning process several years ago. Dramatic downsizing, internal restruc- 
turing, consolidation of personnel functions, improved information manage- 
ment and other changes were already underway at DOD. Reinventing became 
another tool in the overall activity, but only one of many. 

This brief summary illustrates several points. While there are commonalities 
in changes pursued under the banner of NPR (human resource management 
systems and reduction of rules and regulations are frequent targets), there is 
also great diversity in both the scope of proposed change and the manner in 
which the changes will be implemented and monitored. Second, in some — and 
possibly many - federal agencies, reinvention is only one part of very 
significant and multi-levelled change processes. In that respect, many agencies 
and departments were well ahead of the NPR in identifying and acting upon the 
need for organizational redesign, improved service delivery, and better 
responsiveness to both citizens and elected officials. 

An important commonality is that, in every case examined except the 
Department of Defense and the Irs, the primary responsibility for reinvention 
activities is with a political appointee. In most agencies, that political appointee 
is high ranking; in others, such as the Department of Labor, the reinvention 
‘chief’ is a lower level political appointee. In Labor, however, other politicals — 
particularly Assistant Secretaries - have taken lead responsibility within their 
bureaux. One Assistant Secretary at Labor described that responsibility as 
‘leading the department into a brave new world’. Conversely, at the Department 
of Defense where political appointees are keeping a comparatively low profile 
in reinvention, one Deputy Assistant Secretary dismissed the efforts as ‘the 
latest round of rhetoric’. 

Even with general reliance on political leadership, however, career employees 
have played a very significant role in both the National Performance Review 
and in the individual agency analyses and plans. In addition to extensive career 
participation on formal reinvention teams, virtually every department had 
made an effort to include as many career employees as possible in problem 
definition. Forums for this involvement have included town meetings, formal 
retreats for all employees, and focus groups. This involvement and buy-in is 
critical if the reinvention efforts are to be ultimately successful. 


REINVENTION AND THE CLINTON ADMINISTRATION 


The relationship between the Clinton Administration and reinventing 
government is more complicated than would be anticipated from the 
Administration’s strong early emphasis on the reform. Two points are 
significant: first, reinventing was ~ and is — quite clearly a political initiative 
and was intended to serve a political purpose. The organizational changes 
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described in the previous section are important, but they are also subdued and, 
in some ways, boringly bureaucratic. Reinventing government as a political 
symbol is much more flamboyant and dramatic. It is significant that, when the 
NPR report was released, both NPR and White House staff concluded that the 
thetoric had to emphasize cutback and reduction; David Osborne noted later 
that such an emphasis was necessary if reinvention was to pass the ‘smell test’ 
(Osborne 1995, p. 15). That strategy attracted substantial media attention. 
Congress also found the cutbacks, and the $23 million they were promised to 
save, compelling (and promptly committed the proposed savings to funding a 
crime bill). 

Initial administration follow through was also dramatic and very political. 
The President’s Management Council (PMC) and the National Partnership 
Council (NPC) were created by President Clinton. The former was to oversee 
management system improvement and co-ordination throughout government; 
Ketti (1994, p. 2) argues that the PMC has proved to be a ‘valuable weapon’ in 
selling the reinvention message to federal agencies, but also has focused 
attention on management issues generally and has assisted in organizing 
political support for key legislation. The legislation to which Kettl refers is 
the buyout bill, which gave agencies and departments authority to encourage 
early retirement by buying out remaining years of employment or providing 
other retirement incentives. There are, however, differing views on the 
extent to which the administration has provided effective legislative support 
for reinvention; given the promise of the rhetoric, the actual record is quite 
slim. 

The objective of the National Partnership Council was to re-invent the 
contentious labour/management relations in the federal government; in many 
ways, this was presumed to be a payoff from a democratic administration for its 
traditionally strong support from labour. The NPC report confirmed many such 
suspicions. The NPC was to present its final report on the reinvention of labour/ 
management relations to Vice President Gore by 31 January 1994. This was a 
demanding schedule and one which essentially guaranteed that fundamental 
issues could not be addressed. The effort was further complicated by the 
composition of the Council — top political executives of agencies with large 
numbers of unionized employees, such as Defense and the IRS and leaders of 
the major public employee unions. Career executives with experience in 
collective bargaining played a modest and very tangential role. 

Although the proceedings of the NPC were not well publicized, they were 
frequently ‘business as usual’, in the words of one participant. The final report 
includes many concessions to the unions, which, if implemented, will genuinely 
reinvent the relationship between labour and management in federal agencies 
and significantly abrogate management authority. Major management pre- 
rogatives (responsibility for performance management systems, for example) 
would be ceded to new teams in which labour would be an active ~ and 
perhaps a dominant — participant. Most of these recommendations have not 
received formal action. They are not likely to receive strong support in the new 
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Congress, but some are included in the Clinton Administration’s draft civil 
service reform legislation. 

The second major point that must be considered in the assessment of the 
Clinton Administration’s commitment to reinvention is that, after the initial 
fanfare, follow through was low key and proceeded with very limited 
resources. The NPR continued to exist, but with an unclear mission and an 
essentially undefined implementation strategy. The NPR staff was greatly 
reduced; most career personnel who had been seconded from their agencies 
returned to them. Top level political staff also moved on to other White House 
assignments or ended their temporary appointments. Computer networks were 
created to exchange information, but have been only modestly successful in 
producing systematic information. The decentralized and unmonitored 
implementation of the agency and department activities has not permitted 
comprehensive description of reinvention efforts, much less analysis or 
evaluation of these efforts. 

If the NPR staff played a limited role in implementation, did another group 
accept the task? Initially there were at least three possibilities. One was the 
Office of Personnel Management (OPM), which, as the federal human resource 
management specialist, should have had a keen and vested interest in the 
outcomes of reinvention as they related to human resource systems. The second 
possibility was the Office of Management and Budget’s (OMB) management 
branch, which also should have had an interest in reinvention outcomes and 
whose leader in early implementation had close ties to the president. The third 
possibility was the newly created President’s Management Council. The PMC 
was, and continues to be, a rather unknown quantity. Composed entirely of 
political appointees and with borrowed staff, it has little familiarity with public 
sector reform and change and less analytical or policy advising capability. It is, 
however, currently the group with implementation responsibility for rein- 
venting government, largely because neither of the other two possible 
contenders was able to assume the task. 

OPM has been a non-player in the reform effort. It has suffered from weak 
leadership in the Clinton Administration; the organization is currently 
undergoing a substantial reorganization and reduction in force and is viewed 
by many as unstable and seriously weakened. While it has had some symbolic 
significance in reinvention — the director of OPM received substantial press 
attention for dumping the entire Federal Personnel Manual from a wheelbarrow 
onto the White House lawn — the overall capability of the organization has been 
seriously diminished. Indeed, its complete elimination has been discussed. 

The Office of Management and Budget implemented a major reorganization 
of its own during this critical period for reinvention. OMB’s changes are based 
on recommendations from OMB 2000, a document that outlines the need to 
eliminate the ‘M’ position in OMB and combine management and analysis in all 
of the agency’s units. Moe argues that this move ’... represents the final act in 
subservience of management to budgetary priorities’ (in the federal govern- 
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ment) (Moe 1994, p. 131). Whatever else it did, the move diminished OMB’s 
influence in reinvention implementation. 

OMB has, however, played a major role in the implementation of pilot 
programmes under the provisions of the Government Performance and Review 
Act (GPRA), which reinforces reinvention in important ways. That legislation, 
passed in 1993, is intended to create monitoring and evaluation systems that 
permit analysis of the relationship between costs of programmes — and 
organizations — and the benefits they provide. OMB is only beginning this 
project; the role of GPRA will play in a more hostile congressional environment is 
not clear. 


SO WHAT? 


The early Clinton Administration approach to implementation can be 
interpreted in two ways. First, the lack of a central directing and monitoring 
capacity is congruent with the entrepreneurial management and empowerment 
of lower level managers and employees advocated by Osborne and Gaebler and 
by the report of the National Performance Review. In that sense, assuming that 
the main recommendations have the cohesion to be delegated and carried out at 
the agency level is in line with the report’s major emphases. 

On the other hand, given the many different kinds of recommendations 
contained in the report and the different priorities and activities they represent, 
lack of a central strategy can be seen either as naive or as indicative of a lack of 
commitment to serious reinvention. Some recommendations, for example, 
required legislation to remove obstacles to their full implementation. For many 
of the discretionary powers necessary to reinvention, large system changes are 
necessary. Changes in classification and pay are leading examples. Federal 
classification law was last comprehensively reformed in 1949; if the 
classification system is to help, rather than hinder reinvention efforts, a 
significant overhaul of existing laws and regulations is necessary. 

Pay is equally important. Broad banding and other flexibilities were strongly 
recommended by the NPR report; many agencies and departments have 
included pay and classification changes in their own reinvention strategies. 
The administration’s early failure to write and introduce legislation, therefore, 
can be seen as lack of commitment to full implementation of reinvention, but 
also failure to provide a safety net to those organizations and employees that 
chose to begin their own initiatives. 

Legislation that the administration introduced in 1995 proposed to create 
some necessary flexibilities; organizations that have demonstrated commitment 
to change and success in managing it would clearly be the winners if such 
legislation were approved. The Clinton Administration’s proposal did not fare 
well in the Republican Congress, however. 

The Administration’s own commitment to these system changes may also be 
questioned again. In December 1994, the Washington Post reported that the 
Clinton Administration had ‘new enthusiasm’ for the reinvention effort, and 
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quoted a White House official: ‘Some people (inside the Administration) didn’t 
see how you could make big words like reinventing government become real to 
ordinary people. It’s now very clear that the American people know exactly 
what these words mean’ (Washington Post, 12 December 1994). Elaine Kamarck, 
Gore’s former Senate chief-of-staff and one of the highest ranking politicals 
involved with NPR, echoed that, noting that there had been a ‘shift in emphasis. 
Instead of focusing on how to improve the way government works’, she said, 
‘now the administration will ask “What is government doing that it shouldn’t 
be doing anymore?”’ (Washington Post, 12 December 1994). 

All of this suggests that the Administration will pursue reinvention more 
vigorously in the next two years. A second National Performance Review, most 
observers agree, will focus much more strongly on cutting back and eliminating 
than did the first. David Osborne’s admonition to the President that he must be 
willing to ‘throw obsolete programs overboard’ (Washington Post, 8 January 
1995, p. 16) contains the tone that is likely in a new NPR and in the 
recommendations that would flow from it. 


WHAT OF CONGRESS? 


If sweeping change is necessary and new legislation must support it, where 
does Congress stand and what role is it likely to play? Quite clearly, some of 
reinvention’s objectives fit neatly with those of the new Congress and with the 
Republicans’ stated intent for change. Generally, however, the recommenda- 
tions of the first NPR did not go nearly far enough to meet current Republican 
plans. Further, because Congress was not an active player in the deliberations of 
the first NPR, they came to the game late and with limited enthusiasm for the 
endeavour. 

Members of Congress saw the report at the same time it was released to the 
public. Kettl observes that the NPR report received ‘grudging support’ on 
Capitol Hill (1994, p. 49). Members of Congress did not, as NPR staff and the 
Administration hoped, buy into the reform simply because it made so much 
sense. Instead, they selectively supported downsizing and other more limited 
components of the proposed reforms. This immediately undercut a critical part 
of the logic of reinvention: performance would improve and savings would be 
achieved if basic systems ~ personnel, budget, procurement — were reformed 
first, so that other components of the reform could build on this base. 

Congress, however, was interested in the savings, not in the more basic 
changes. This is a long-standing problem. Again, Kettl provides an apt 
summary: 


Congress as an institution works on the input side. The NPR focuses on the 
output side. Congress has little incentive to worry about results and, in fact, 
has long indulged itself in a separation-of-powers fantasy that absolves it 
from any complicity in the executive branch’s performance problems (1994, 
p. 49). 
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Foreman is somewhat kinder, but reaches essentially the same conclusion, 
observing that ‘efficiency is rarely a legislative passion’, and that the institution 
is slow ‘to grapple effectively with even the most manifest administrative 
problems’ (1995a, p. 35). 

Nonetheless, Congress has passed two pieces of legislation that are important 
to reinvention and many more that have tangential relevance (appendix 2 
summarizes these congressional actions). The Federal Workforce Restructuring 
Act, intended to facilitate the downsizing of government is commonly referred 
to as the ‘Buyout Bill’. It is based on the Department of Defense’s experience 
in achieving the enormous workforce reductions that the end of the Cold 
War demanded. Provisions of the buyout legislation allow federal agencies 
to offer early retirement incentives of up to $25,000. The bill also raised the 
total numbers of federal employees to be cut to 272,900 (Foreman 1995a, 
p. 36). 

The second major piece of legislation, the Federal Acquisition Streamlining 
Act, reformed the archaic and over-regulated procurement system. The 
fiexibilities created in the new procurement system are similar to those 
necessary for the other basic systems identified earlier: greater simplicity, 
more common sense, and an emphasis on reduced cost. Although there was 
strong congressional support for the bill's intent, the final product did not 
completely exclude the other objectives Congress has traditionally tacked onto 
procurement; affirmative action, for example, remains part of the new system’s 
goals. 

The NPR argues that these bills must be considered in conjunction with the 
nearly thirty others (see appendix 2) that touch on some aspect of reinvention. 
In truth, however, the connection is often apparent only to a rabid re-inventor, 
and, as noted earlier, major legislation to reform other fundamental systems — 
personnel and budget — has not been passed. Again, it must be emphasized that 
this problem cannot be placed only at the feet of Congress. The Clinton 
Administration is still in the drafting stages of civil service reform legislation, 
for example, and has been unenthusiastic about tentative congressional 
musings on budget system reform. Further, the administration rejected 
overtures from the Senate Governmental Affairs Committee to create a 
bipartisan reinventing government commission. That body, much like the 
earlier military base closing mission, would have assembled sets of NPR 
recommendations for a straight up-or-down vote. 

The new Republican Congress poses particular challenges to reinvention. 
While Christopher Foreman argues that reinvention allows the Republicans the 
opportunity to claim that they ... have tamed, if not slain, the bureaucratic 
dragon’ (1995b, p. 165), the first meeting of the Senate subcommittee responsible 
for federal personnel heard testimony critical of reinvention. The meeting also 
included, however, a promise by the chair to ask ‘provocative’ questions about 
a persannel system that ‘needs repair’ (Washington Post, 19 January 1995, 
p. A23). 
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WHERE NEXT? DOES ANY OF THIS MAKE SENSE? 


Will this reform be any more successful than those that preceded it? The answer 
is both ‘yes’ and ‘no’. There are obvious problems. The arguments for reform 
contained in Osborne and Gaebler and the National Performance Review 
report, for example, have been frequently challenged by academic and other 
observers (Rosenbloom 1993; Moe 1994, National Academy of Public 
Administration (NAPA) 1993; Dilulio, Garvey and Kettl 1993). The basic 
challenge rests upon two points: first, many of the ‘principles’ of reinvention 
conflict with the traditional view of the legitimate executive and policy roles of 
members of the federal civil service. 

The most frequently cited example is the exhortation to ‘Steer more; row less’. 
Translated to the real world of public management, this innocuous sounding 
principle means that members of the career service would become more 
proactive planners and policy shapers; they would exercise much greater 
discretion in decision making. This role conflicts sharply with that created for 
federal managers and executives by civil service laws and regulations, by 
political management efforts, and by congressional oversight and direction 
(NAPA 1983; Ingraham 1987; Light 1994; Ingraham and Romzek 1994). This 
fundamental point — that the multiple accountability mechanisms now in place 
to direct and control federal managers preclude the kinds of discretion 
advocated, indeed, assumed, by reinvention — cannot be overlooked (Romzek 
and Dubnick 1994). 

Similarly, the emphasis on customer satisfaction and accountability to 
customers is in direct conflict with the hierarchical control mechanisms still 
so prevalent in public management, in political management strategies and in 
congressional micro-management (Ingraham 1994). The reality of a public 
bureaucracy more responsive to citizens than to Members of Congress and 
congressional staff has not been confronted. 

To complicate matters further, the view of government contained in the 
reinvention ‘vision’ is, at best, a composite of different priorities. Peters (1994) 
has argued persuasively that reinvention and other current reform efforts build 
on and incorporate at least four views of government and governance. Peters’ 
four ‘visions’ of government include the ‘Market Model’, the ‘Parliamentary 
State Model’, the ‘Flexible Government Model’, and the ‘Deregulated 
Government Model’ (Peters 1994). Each of these models assumes a somewhat 
different role for the public service, both in terms of policy and requisite 
management skills and flexibilities. 

The Market Model, prevalent in the managerialist reform schemes found in 
the Thatcher regime in the UK, the Mulroney regime in Canada, and the Reagan 
Presidency in the US, advocates both greater decentralization and greater 
responsiveness to central political direction (Savoie 1994). The Parliamentary 
State Model, on the other hand, assumes greater delegation of authority down 
through the organization and greater responsiveness to citizen demands and 
satisfaction. There are clear and obvious tensions both within and between 
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these models. When the models are combined in a reform agenda, these 
tensions become real, practical, and confounding to implementation. 

Jones and Thompson argue that reinvention and the National Performance 
Review do, in fact, incorporate elements not only of one or two, but of all of 
Peters’ models (1994). Although such lack of coherence is fairly common in 
reform efforts, Jones and Thompson observe that the ‘... NPR appears to be 
unusual in its lack not only of any theoretical coherence, but of an ideological 
foundation’ (1994, p. 4). The foundation of NPR may provide, therefore, a very 
shaky base from which to proceed with decentralized implementation, 
particularly if Congress does not become a full partner in reinvention. The 
combination of reinvention with streamlining and downsizing seriously 
exacerbates this problem. While the federal government in the United States 
does appear to be moving away from a bureaucratic service delivery model, it is 
not clear what it is moving toward. 


The role of Politics and Political Management 

The second major difficulty with the implementation activities to date has two 
components: the role of political appointees as leaders of the change and the 
role of the larger political environment and Congress in implementation. The 
first of these issues had been addressed in many analyses of presidential 
management strategies (Pfiffmer 1990; Ingraham, Thompson and Eisenberg, 
1995). Two problems with the use of political appointees as change managers 
emerge from the analyses. Change in large organizations is a long-term process 
and one that cannot be effectively shortened (Moss-Kantor 1987). Further, it 
requires strong and committed leadership for the duration of the process. This 
implies excellent executive skills as well as a thorough and sound under- 
standing of the organization and its employees. 

Most political executives are not likely to meet these criteria. Tenure in 
position has been a consistent problem in American political management 
strategies; even with an average tenure of about two years for upper level 
appointees, the issue of their ability to act as effective change managers exists 
(Ingraham 1987). Further, because as the total numbers of appointees increase, 
the presidential staff’s ability to screen and match skills with placement 
decreases, the likelihood of putting the right appointee in the right place is 
rather slim. To the extent that the White House is unable to get appointees — any 
appointees — into place (as has been the case for many departments and 
agencies in the first years of the Clinton Administration) the problem is 
somewhat different, but the implications for leading and managing change are 
similar. 

The larger numbers of political appointees, particularly in lower level 
positions, such as those filled by Schedule C authority, also appear to be leading 
to a practice more closely related to simple patronage than to any management 
considerations (Ingraham, Thompson and Eisenberg 1995). Rather than 
improving public management, the use of more political appointees has 
contributed to what Paul Light terms the ‘thickening of government’ (1995). 
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Additional numbers of politicals at the top levels of the organization create 
additional management levels; this not only causes the organization to be more 
unwieldy, but directly contradicts the NPR plea for ‘streamlined government’. 

Finally, the emphasis on the role of presidential staff in creating and 
overseeing change again raises the issue of the balance between the President 
and the Congress in relation to permanent bureaucracy. This has been a 
consistent point of contention in relation to presidential management strategies; 
it is no less significant in relation to reinvention. Christopher Foreman notes 
‘The Reagan—Bush era ought to have shown that high-profile domestic policy 
initiatives by executives invite political struggle, and that neither the president 
nor the judiciary can keep Congress at bay with high-minded admonitions to 
know its place and stay there’ (1995b, p. 166). 


CONCLUSION 


There is no doubt that reinvention and the National Performance Review 
recommendations will make a difference in the federal government. In a very 
basic sense, it almost does not matter whether reinvention is the right reform 
with the right answers. After reviewing two scathing academic attacks on NPR 
and reinvention, a well-respected syndicated columnist concluded that, while 
the arguments contained some valid points, they missed the main one: there is 
so much dissatisfaction with government that change must occur. Reinvention 
will be pursued for that reason alone; if it is not the right solution in its current 
guise, it will re-emerge in another. 

Further, given the breadth of the changes being advocated and attempted by 
reinvention, some will take hold. Many organizations have taken bold steps 
toward change. Those organizations willing to take risks and to break old 
moulds find ample reason for doing so in the analysis and rhetoric of the 
National Performance Review. Agencies less inclined to dramatic change have 
the option of focusing on more limited, agency specific reinvention laboratories. 
Downsizing, whether or not considered a formal part of reinvention, is also 
driving change in many organizations. Change is, therefore, a reality on many 
levels. 

The question is, what will be the depth, the longevity, and the consequences 
of the changes? Will government be reinvented or re-attacked? The United 
States and many other modern nations now have a long history of reform. 
Policy learning from these reforms has been remarkably limited, given the 
extensiveness of the opportunities (Ingraham 1995b). Neither analysts nor 
elected officials have successfully identified ‘principles’ for effective change or 
components of effective implementation change. Public employees and 
managers, however, have continued to endure multi-dimensional and complex 
changes and have been the targets of considerable negative rhetoric for failure 
to succeed in any of them. 

With reinvention, as with previous reforms, success will be hard to recognize 
because criteria for success have been very loosely defined. Will success be the 
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series of small — but important — agency level changes that are likely to occur? 
Or will success only be achieved if more dramatic systemic changes take place? 
Will it be elimination of entire agencies and government functions? How will 
these broader changes fit with the downsizing that will so clearly be a part of 
reinvention and may well be the primary focus of a second National 
Performance Review? 

Of equal significance, will the career civil servants who played such a key role 
in reinvention activities to date - and must continue to do so — be allowed the 
freedom to experiment and even to fail and be spared the punitive rhetoric that 
has accompanied public reforms in the past? Will the reforms and other changes 
bring new accountability mechanisms to replace the overhead rules and 
regulations whose elimination is advocated? Or will the reformed organizations 
be thwarted by old accountability structures? 

It is clear at this early point of reinvention experience that both the White 
House and the Congress have backed away from their role in creating some of 
the conditions necessary for success. Further, they have neither asked nor 
answered key questions: What is the view of government that underpins reform 
efforts? Will political reality permit the transfer of necessary authority to the 
public service and allow the creation of new accountability processes? Are 
public managers part of the problem or part of the solution? 

These are the issues. There are important questions to be asked, lessons to be 
learned, and legislation to be passed. If the Congress and the Administration 
back away from these parts of the change and reform process, reinvention may 
be better called déjà vu. 


NOTE 


1. This absence of a central information source is now being remedied; in December 1994, the 
NPR staff released a list of all reinvention laboratories and contact persons for them. That list 
is now the basis of more systematic research, but data from such research is not yet 
available. 


APPENDIX 1 


Presidential Directives to Implement National Performance Review (NPR) 
Recommendations 


1. The President's Community Enterprise Board, Presidential Memorandum, 
September 9, 1993. 

2. Streamlining the Bureaucracy, Presidential Memorandum, September 11, 1993. 

3. Setting Customer Service Standards, Executive Order 12862, September 11, 
1993. 

4. Elimination of One-Half of Executive Branch Internal Regulations, Executive 
Order 12861, September 11, 1993. 

5. President’s Foreign Intelligence Advisory Board, Executive Order 12863, 
September 13, 1993. 


© Blackwell Publishers Ltd 1996 


470 PATRICIA W. INGRAHAM 


6. 
7. 


Regulatory Planning Review Executive Order 12866, September 30, 1993. 
Agency Rulemaking Procedures, Presidential Memorandum, September 30, 
1993. 


. Negotiated Rulemaking, Presidential Memorandum, September 30, 1993. 
. Report of Regulations Reviewed, Presidential Memorandum, September 30, 


1993. 


. Trade Promotion Coordinating Committee, Executive Order 12870, September 


30, 1993. 


. Implementing Management Reform in the Executive Branch, Presidential 


Memorandum, October 1, 1993. 


. Labor-Management Partnerships, Executive Order 12871, October 1, 1993. 


APPENDIX 2 


islation Containing National Performance Review (NPR) - Recommended 
& 
Actions 


1. 


2. 


3. 


Public Law 103-66, 

The Omnibus Budget Reconciliation Act of 1993. 

Public Law 103-87, 

The Foreign Operations, Export Financing and Related Programs Appropriations 
Act of 1994. 

Public Law 103-103, 

The Federal Employees Leave Sharing Amendments Act of 1993. 


4, Public Law 103-111, 


5. 


7. 


10. 


11. 


The Agriculture, Rural Development, Food and Drug Administration, and Related 
Agencies Appropriations Act, Fy 1994. 

Public Law 103-112, 

The Departments of Labor, Health and Human Services, and Education, and 
Related Agencies Appropriations Act, Fy 1994. 


. Public Law 103-121, 


The Departments of Commerce, Justice, and State, the Judiciary, and Related 
Agencies Appropriations Act, Fy 1994. 

Public Law 103-123, 

The Department of Treasury, Postal Service, and General Government Appropria- 
tions Act, 1994. 


. Public Law 103-130, 


Amendments to the National Wool Act of 1954. 


. Public Law 103-160, 


The National Defense Authorization Act, Fy 1994. 
Public Law 103-182, 

The North American Free Trade Agreement. 
Public Law 103-208, 

The Higher Education Act Technical Amendments. 
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12. Public Law 103-211, 


13. 


Emergency Supplemental Appropriations Act of 1994. 
Public Law 103-226, 
The Federal Workforce Restructuring Act of 1994. 


14. Public Law 103-227, 


15. 


16. 


17. 


Goals 2000: Educate America Act. 

Public Law 103-233, 

The Multifamily Housing Property Disposition Reform Act of 1994. 
Public Law 103-236, 

The Foreign Relations Authorization Act, Fiscal Years 1994 and 1995. 
Public Law 103-239, 


. The School to Work Opportunities Act of 1994. 


18. 


19. 


2i. 


Public Law 103-271, 

The Board of Veterans’ Appeals Administrative Procedures Improvement Act of 
1994. 

Public Law 103-305, 


The Airport and Airway Improvement Appropriations Act of 1994. 


. Public Law 103-316, 


Energy and Water Development Appropriations Act, 1995. 

Public Law 103-317, 

The Departments of Commerce, Justice, and State, the Judiciary, and Related 
Agencies Appropriations Act, 1995. 


22. Public Law 103-329, 


23. 


The Department of Treasury, Postal Service and Government Appropriations Act, 
1995, 

Public Law 103-330, 

The Agriculture, Rural Development, Food and Drug Administration, and Related 
Agencies Appropriations Act, 1995. 


24. Public Law 103-333, 


25; 


26. 


The Departments of Labor, Health and Human Services, and Education, and 
Related Agencies Appropriations Act, Fy 1995. 

Public Law 103-337, 

The National Defense Authorization Act, FY 1995. 

Public Law 103-338, 

The Federal Employees Family Friendly Leave Act. 


. Public Law 103-354, 


The Federal Crop Insurance Reform and Department of Agriculture Reorganization 
Act of 1994. 


. Public Law 103-355, 


The Federal Acquisition Improvement Act of 1994 


. Public Law 103-356, 


The Government Management Reform Act of 1994 and Federal Financial 
Management Act of 1994. 


. Public Law 103-382, 


The Improving America’s Schools Act of 1994. 
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APPENDIX 3 


National Performance Review Accomplishments September 1994 

One year ago, President Clinton and Vice President Gore promised the 
American people a government that ‘works better and costs less’. The federal 
government is delivering that promise. 


Government is starting to work better 


e Over 90 per cent of the National Performance Review’s recommendations 
are underway. 

e The President has signed 22 directives and performance agreements with 
seven agency heads. 

e Over 100 agencies are publishing customer service standards. 

e Nine agencies have started major streamlining initiatives. 

e Agencies are forming labour-management partnerships with their unions. 

e Agencies are slashing red tape. 

e The government is buying fewer ‘designer’ products and doing more 
common-sense commercial buying. 

e 135 reinvention labs across the country are fostering innovation. 

e The goverment is shifting billions of dollars in benefits to electronic 
payment 

e The federal government is changing the way it interacts with state and 
local governments to be more flexible and results-driven. 


Government is starting to cost less 


e Approximately $47 billion of NPR’s $108 billion in proposed savings are 
already enacted. 

e $16 billion in savings is pending before Congress. 

e Federal employment has dropped 71,000. 

e $695 million is being saved by ending federal subsidies for wool and 
mohair. 

e Anew Department of Defense travel process will save $1 billion over five 
years. 

e The Federal Communication Commission’s auctions of new radio 
frequencies are raising hundreds of millions of dollars. 

e Government’s use of a Visa card for small purchases is saving $50 million 
this year. 


Congress is doing its part 


e Congress has enacted more than $46 billion in savings. 
e 21 bills with reinvention initiatives have been passed and signed, for 
example: 
Federal Workforce Restructuring Act (buyout authority) 
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Modernizing the Customs Service 
Ending wool and mohair subsidies 
Setting Education Goals — Goals 2000: Educate America Act. 

e 52 per cent of the National Performance Review’s recommendations 
requiring congressional action have been signed, introduced or passed one 
house. 

e Congress has passed legislation to give states and localities greater 
flexibility for school to work, immunization, family support and education 
programmes. 


P) 


Teams of federal employees are leading the way 


e 33 teams with hundreds of federal employees have received the Vice 
President’s Hammer Awards for their work in reinvention. 

e A Veterans Affairs team in New York streamlined how benefits are given to 
veterans, cutting 25 steps to eight and waiting time to see a counsellor from 
30 minutes to three. 

e A Miami Customs Service team has re-invented operations, set a five 
minute standard for clearing passengers and established a 24-hour service 
for perishable cargo. 

5 e Business wanting export assistance can get one-stop shopping for the 
services of 19 federal agencies in Baltimore, Miami, Chicago and Long 
Beach thanks to the efforts of a cross agency team. 

e A Texas Small Business Administration team has slashed paperwork 
requirements for certain loans — to a single one page form. 

e An Atlanta team has developed a single eight-page application for benefits 
from six federal programmes — replacing 64 pages of paperwork. 

e A Seattle team has created one stop re-employment services for displaced 
aircraft industry employees and simplified federal/state procedures and 
paperwork. 

e And many, many more. 


- There is lots more to do. 


e Streamline federal agencies. 

e Conduct serious re-engineering of work processes. 

e Improve customer service to Americans. 

e Give all federal employees the skills they need to re-invent government 
and serve customers. 

e Reform the civil service system. 

e Shift the focus of government to achieving results rather than controlling 
inputs. 


Source: 


— From Red Tape to Results: Creating a Government that Works Better and Costs Less,, 
September 1993; Creating a Government that Works Better and Costs Less: Status 
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Report, September 1994; and other NPR reports are available from GPO (202/783— 
3238); NTIS (703/487-4650); Internet e-mail (a blank message to: netresults@ 
ace.esusda.gov), Internet ‘Gopher’ (ace.esusda.gov), and Mosaic (the URL is 
http:/ /www.npr.gov). 
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MODELLING BUREAUCRACY: THE CASE OF 
THE AUSTRALIAN FEDERAL BUDGET SECTOR 
1982-1992 


BRIAN DOLLERY AND PETER HAMBURGER 


A substantial literature exists on the economic analysis of bureaucracy, which includes 
formal models of bureaucratic behaviour by Niskanen (1971) and Dunleavy (1991). 
This article develops hypotheses from those models about changes in size of bureaux 
over time and tests them against data on the Australian federal budget sector in 1982- 
83 and 1991-92. The models predict that bureaucrats usually will be able to influence 
the size or structure of their bureaux in line with their personal preferences. However, 
the Australian data suggest that the extent of such influence may be less than is 
assumed in either model and that the preferences of politicians are more influential 
than the models allow. One conclusion is that, if bureaucracy is to be modelled, a 
principal-agent approach will have more to offer than the neo-classical maximizing 
framework adopted by Niskanen in particular. A further conclusion, at odds with those 
of Niskanen and weakening his case for wholesale privatization, is that bureaucratic 
dysfunctions may be amenable to reform of the political and bureaucratic rules and 
systems. 


Social scientists have long been fascinated by the operation of public 
bureaucracies, and a vast research effort has been invested in attempting to 
understand their complexities. Economists, who came late to this exercise and 
whose contribution has not been universally welcomed, have developed at least 
three interconnected approaches to the problem. First, public choice theory 
represents a comprehensive attempt at explaining all collective, including 
government, behaviour by extending the homo economicus assumptions to 
collective actions (Mueller 1990). Secondly, a derivative, public choice literature 
exists on the economic analysis of bureaucracy and the phenomenon of 
bureaucratic failure. And finally, explicit theories of government failure have 
been constructed by Wolf (1989), Le Grand (1991) and Vining and Weimer 
(1991). The present article focuses on the second of these three economic 
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approaches to public organizations, and more specifically, on the empirical 
validity of Niskanen’s (1971) and Dunleavy’s (1991) models of bureaucracy in 
the context of the Australian federal budget sector from 1982 to 1992. 

The decade under review began with the arrival in office, in the depths of a 
recession, of a centre-left Australian Labor Party (ALP) government with a 
profound mistrust of the federal bureaucracy arising from its previous, short 
and turbulent experience in office in the early 1970s. That government survived 
for the whole decade, adapting to economic and demographic trends by 
implementing policies of fiscal restraint and significant liberalization of the 
economy. Despite these changes, Australia was again deep in recession by the 
end of the decade. 

Ten years of continuity in government, spanning a complete economic cycle 
and a period of significant economic and social change, is a good basis for 
testing theories of governmental structure and organization. Excellent official 
reporting on the size and structure of the Australian federal public sector 
provides extensive data suitable for such tests. In this article we deal with the 
theories and data in six main sections. After a brief review and comparison of 
Niskanen’s and Dunleavy’s models of public bureaucracies, we examine 
previous attempts at the empirical evaluation of economic theories of 
bureaucracy. In a third section we develop hypotheses from the models for 
testing against the data, on which we comment in the fourth section. We then 
report on our empirical analysis in section five and offer some conclusions on 
the feasibility and desirability of modelling bureaucracy in a concluding, sixth 
section. 


ECONOMIC MODELS OF BUREAUCRACY 


Attempts by economists to model the behaviour of public bureaucracies date 
back at least as far as von Mises (1945) and a substantial descriptive model was 
presented by Downs (1967). But the first rigorous economic model of 
bureaucracy was developed by Niskanen (1968, 1971, 1975, 1991), whose 
work provoked much subsequent modelling activity (surveyed by Bendor 
[1990]), including notable efforts by Migue and Belanger (1974), Tullock (1974), 
Orzechowski (1977), Romer and Rosenthal (1979), and Breton and Wintrobe 
(1982). Niskanen’s budge-maximizing model nevertheless still represents the 
mainstream position of American public choice theorists (Mueller 1990, pp. 250- 
8) and its institutional assumptions are primarily those of the US political 
system (possibly in important regards those of a former US system [Goodin 
1982, p. 38]). This has led one prominent European public choice theorist to 
bemoan the continued absence of a convincing economic theory of bureaucracy 
outside the American constitutional framework (Schneider 1991, p. 199). 
Dunleavy’s (1985, 1989, 1991, 1992) work partly meets this criticism, extending 
the Niskanen model by replacing its budget maximization hypothesis and 
creating a theoretical framework more suitable for the analysis of bureaucracies 
in parliamentary systems. 
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NISKANEN’S MODEL 


Niskanen presents the relationship between a bureau and its sponsor (a 
government, government review group, or some other representative, collective 
body) as a bilateral monopoly. The bureau sells services only to the sponsor and 
the sponsor buys those services only from the bureau. Output is exchanged for 
a budget and not at a per-unit price (Niskanen 1975, p. 618). There is one 
bureaucratic decision maker, the senior official in each bureau with a separate, 
identifiable budget (Niskanen 1971, p. 22). The bureau is funded by a single 
review body which makes lump-sum appropriations. The most significant 
entities to fall within this definition are public sector, non-trading bodies. 
Although Niskanen (1971, p. 16) concedes that some staff units in profit-seeking 
organizations will also be bureaux as thus defined, and the definition clearly 
applies to part of the non-profit sector, his major concern is with the interaction 
between bureaucracy and representative government. 

Demand for the bureau’s output is determined exogenously but, at any level 
of such demand, bureaux will oversupply because bureaucrats will seek to 
maximize the budgets of their bureaux. Niskanen argued that this will occur 
because budget size will be a positive, monotonic function of significant 
variables in the bureaucrat’s utility function: salary, perquisites of office, public 
reputation, power and patronage. Other arguments likely to be important in the 
bureaucrat’s utility function, such as ease of managing the bureau and ease of 
making changes, while not positively correlated with the size of the total 
budget, will be affected positively by increases in the budget (Niskanen 1968, p. 
350; 1971, p. 38). It is not necessary for the bureaucrat’s utility to depend 
strongly on every one of these variables, merely that it be positively and 
continuously associated with the level of the budget (Niskanen 1971, p. 38). 

The review body will fail to prevent excessive production for any of several 
reasons. Its members may be indifferent to the possibility of oversupply, either 
because they represent high demand constituencies and prefer it, or because 
they have objectives in serving on the body other than control of the bureau’s 
output. They may not be able to prevent oversupply because they have 
insufficient information on the costs of production and the demand for output. 
However, budget maximization will be subject to the constraint of the level of 
output expected by the review body when it set the bureau’s budget. The full 
statement of the motivational assumption of Niskanen’s theory thus becomes: 
‘Bureaucrats maximize the total budget of their bureau during their tenure, 
subject to the constraint that the budget must be equal to or greater than the 
minimum total costs of supplying the output expected by the bureau’s sponsor’ 
(Niskanen 1971, p. 42). 

In 1975 Niskanen significantly altered this assumption. In response to critics 
of his earlier work, he varied the assumed maximand from total to 
‘discretionary’ budget, defining the latter as ‘the difference between [the] total 
budget and minimum cost of producing the expected output’ (Niskanen 1975, 
p. 618; 1991, p. 28). This gap between the actual cost and the minimum possible 
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cost of production represents waste, which Niskanen predicts will take the form 
either of production at a higher level than would be preferred by a fully 
informed representative body, or production in a less than optimally efficient 
manner. 


DUNLEAVY’S MODEL 


Niskanen’s model, with its self-interested bureaucrat answering directly to a 
legislative review body has been criticized for its reliance on an American 
institutional milieu (Peacock 1987, p. 237) and for the lack of realism of the 
budget-maximizing hypothesis. In one paradoxical manifestation of these 
criticisms, Dunleavy, who initially saw them as an opportunity to demolish the 
public choice arguments (Dunleavy 1991, p. xi), came instead to develop a 
public choice model of his own. Dunleavy’s (1985, p. 300) model of bureaucracy 
is built on six basic assumptions. The first four are consistent with Niskanen’s 
model: bureau policies are set by bureaucrats interacting with government; 
governments largely depend on information from bureaux about the costs and 
value of producing within given ranges of output; and bureaucrats maximize 
the personal utilities (by satisfying ‘self-regarding, relatively hard-edged 
preferences’) when making official decisions. Added to these are two 
assumptions which greatly weaken the budget-maximizing postulate: a 
bureau’s aggregate policy behaviour is set by some combination of individual 
decisions made by its officials, although the actual combination that results may 
not have been desired by any particular bureaucrat; and, within broad limits, 
officials’ influence is always correlated with rank, those nearest the top of a 
bureau being the most influential. 

Discarding Niskanen’s assumption that a bureau’s behaviour will follow the 
preferences of a single senior bureaucrat eliminates the budget-maximizing 
hypothesis if the plausible argument is accepted that, in a bureau where no 
individual has complete hegemony, budget-maximization will be a collective, 
not an individual good. Rational, utility-maximizing individuals will tend to 
favour strategies that directly advance their personal interests ahead of 
strategies that advance collective good. The interaction of self-seeking strategies 
of individuals within a bureau therefore will not necessarily lead to the budget 
maximizing that might be expected from a single bureaucratic decision maker. 

This conclusion gains force from three institutional factors which will often 
make budget maximizing a low priority for individual bureaucrats. First, the 
benefits of budget increases flow disproportionately to the lower ranking 
bureaucrats, including, for example, increased opportunities for promotion, 
greater organizational slack, and less pressure from the section of the public 
served by the bureau. The costs of securing the increases, however, will fall 
disproportionately on senior bureaucrats, whose responsibility it is to justify the 
increases to political overseers and the public, and whose preferences will carry 
more weight in the collective decision. Secondly, senior bureaucrats have 
attractive opportunities for pursuing their individual interests other than by 
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budget maximizing, by, for example, avoiding difficult or tedious managerial 
tasks. Thirdly, some types of budgets offer lower net benefits than others from 
maximizing behaviour by individual bureaucrats. In particular, Niskanen’s 
postulated incentives will not apply to the, often large, component of a bureau’s 
budget not spent on its own operations (Dunleavy 1991, pp. 191-9). 


THE MODELS COMPARED 


Niskanen’s model is centrally concerned with the inefficiency of bureaucracies. 
Its algebra demonstrates that, if bureaucrats choose to maximize their budgets, 
and are permitted to do so, the budgets of bureaux will always be larger than 
those of firms operating in competitive markets and their output will usually be 
larger than that of firms facing the same demand (Niskanen 1975, pp. 618-23). 
Niskanen’s conclusion from this is that public bureaucracies in representative 
democracies will generate both technical inefficiency at the level of each bureau 
(by producing goods and services at a less than optimal output/cost ratio) and 
allocative inefficiency in the economy as a whole (by overproducing some 
goods and services). 

Economic efficiency is an elusive concept and terminological confusion is 
common in the literature. In the present context we distinguish between two 
types of inefficiency. Technical efficiency refers to the technological relation- 
ships between inputs and outputs generally described by means of production 
functions. Production is technically efficient when a given volume of inputs 
produces the maximum technologically feasible level of output. Allocative 
efficiency refers to relationships between inputs, outputs and prices. Firms, for 
instance, exhibit allocative efficiency when they equate the value of each 
variable input with price. If some organization achieves technical efficiency and 
allocative efficiency simultaneously, it is economically efficient. Lau and 
Yotopoulos (1971) provide formal definitions of allocative, technical, and 
economic efficiencies along these lines. 

Dowding (1995a, pp. 50-51) points out, however, that Niskanen’s allocative- 
inefficiency, or overproduction, argument assumes that the output which would 
be demanded by individuals making choices in competitive markets is the 
socially optimum mix and level of production. The higher production predicted 
from bureaux is therefore categorized as excessive, and thus as allocative 
inefficiency, by reference to demand in markets. If the optimal level of demand 
for collective goods, which represents an important part of the output of 
bureaux, cannot in fact be equated to demand revealed in market transactions, 
normative criteria will be required to determine whether a higher level of 
bureaucratic production is an inefficient allocation of society’s resources 
(Dowding 1995a, pp. 50-51; 1995b, pp. 336-7). Without those criteria, the 
implications for efficiency of differences in the level of output of bureaux and 
firms must be indeterminate, although Niskanen and most commentators on his 
work have assumed that they reflect inefficiency. 
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The bureau-shaping behaviour postulated in Dunleavy’s model has less 
clear-cut implications for bureaucratic inefficiency than is claimed for budget 
maximizing. An increasing separation between small staff agencies dealing 
with policy, and large line agencies with a managerial role has no clear 
implication for technical efficiency since the reshaped bureaux might operate at 
a range of levels of efficiency. It could produce allocative inefficiency if 
excessive separation of policy from implementation caused the adoption of 
inappropriate policies but some such separation could be beneficial by 
providing a disinterested check on policy proposals. The model provides no 
basis for determining the optimal separation of responsibilities for policy and 
implementation. 

Dunleavy’s model produces two main propositions with implications for the 
structure of bureaux rather than their efficiency. First, budget maximizing will 
be more likely in bureaux with particular budgetary structures. Dunleavy 
distinguishes between types of budget, of which two are important for our 
purposes: the programme budget which is all expenditure over which a bureau 
exercises control or supervision, including monies passed on to other bureaux 
for final disposal; and the core budget which comprises expenditure on 
maintenance of the bureau’s own operations (Dunleavy 1985, pp. 306-7). Since 
the core budget is the element most likely to be of most value to bureaucrats, 
Dunleavy predicts that bureaux in which the core budget makes up most or all 
of the programme budget will be those in which budget maximizing will be 
most likely. Even in these agencies, however, the incentives for budget 
maximizing may not be strong and Dunleavy’s second main proposition is 
that types of self-interested behaviour by senior bureaucrats other than budget 
maximizing will have greater influence. The objects of self-interest he suggests 
mostly concern proximity to policy and power, absence of routine management 
responsibilities, high levels of discretion, and restricted hierarchy (Dunleavy 
1991, p. 202). Because bureaucrats with these objectives will seek to shape their 
bureaux into small policy units by hiving off managerial or service delivery 
functions, Dunleavy calls his model one of bureau shaping. The specific form of 
the shaping he predicts is a proliferation of small staff agencies, drawn from 
larger line agencies and a concentration by the larger line agencies which 
remain on functions and activities which cannot be undertaken at lower levels 
of government, or by quasi- or non-government organizations. 


PREVIOUS APPROACHES TO EMPIRICAL TESTING 


There has been relatively little empirical testing of the outcomes predicted by 
the formal models of bureaucracy (Rowley and Elgin 1985, p. 49). Testing of 
Dunleavy’s model appears to have concentrated on the validity of the 
classifications or organizations on which it depends rather than on the effects 
on bureaucratic structure and efficiency which it predicts. Moreover, while a 
greater body of empirical work is cited in relation to Niskanen’s theory, much of 
it appears to be of peripheral relevance. 
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A substantial body of comparative analyses of the technical efficiency of 
public and private service provision in particular industries and by specific 
organizations is often cited in support of Niskanen’s conclusions on the 
technical inefficiency of bureaux. A survey of this work by Spann found that, for 
the majority of activities surveyed, public producers were less technically 
efficient than private producers (Spann 1977, p. 88). But, although this study is 
widely cited in support of Niskanen, many of the organizations on which it 
reports were not bureaux, being funded by sale of products at a per-unit price 
rather than by grant or appropriation. In any case, a further review of the same 
studies by Millward (1982) found that the significant factor in explaining the 
observed technical efficiency differences was the presence or absence of 
competition rather than the type of ownership. Forsyth and Hocking (1980) 
revisited one of the better known cases in the Spann survey, that of the two 
Australian airlines, and found that the significance of the results in the earlier 
survey disappeared when more extensive data sets were used. Differences in 
public and private sector accounting standards similarly can reverse the 
findings of such comparisons (Walker 1992-93). 

Domberger (1993), commenting on studies of pre- and post-privatization 
performance of organizations in Britain and Australia, similarly argued that the 
two crucial factors affecting technical efficiency were the level of competition 
and the extent to which there existed a commercial managerial culture in the 
organization. The latter factor appeared to have been influenced by the 
credibility of any threat of competition; that is, by the extent of contestability 
(Domberger 1993, p. 67). The greater importance of competition relative to 
ownership has also been highlighted in recent surveys of the relevant literature 
(EPAC 1987; Hartley, Parker and Martin 1991). 

Tests of the allocative inefficiency hypothesis have been fewer and have relied 
on analysis of aggregate data for whole bureaucratic systems. Niskanen 
adopted this approach himself, and surveyed the early literature in 1975, 
finding in it suggestive, but not conclusive evidence that conditions which 
increase the monopoly power of governments and bureaux lead to an increase 
in government expenditure (Niskanen 1975, pp. 630-5). It is by no means clear 
that this correlation, if it exists, necessarily implies allocative efficiency. The 
increase may be largely due to demographic changes, for example, or may 
reflect properly informed social choices. In any case, the use of aggregate data 
fails to take account of differences between types of bureaux, analogous to inter- 
industry differences in the economics of the firm. Since the Niskanen model is 
built on a theory of motivation at the bureau level, the aggregation problem is 
likely to be significant. A high level of econometric ingenuity is required if 
demand functions for government services are to be estimated, and this too is 
greatly complicated by aggregation across different types of service. Given 
inherent difficulties in establishing demand for government output, and the 
consequent difficulties in estimating not only demand for the output of specific 
bureaux but aggregate demand for all government output, it might not be 
possible to develop satisfactory direct tests of allocative efficiency. Indeed, 
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Niskanen (1991, p. 27) himself apparently now believes this to be the case, 
observing that: 


[T]hese results are contrary to the common perception that the demand for 
government services is price inelastic, but they are not a sufficient test of my 
bureaucracy model because the elasticity of the underlying population 
demand is not (cannot be?) known. At this time, I must confess that I do not 
know how to pose a testable hypothesis about the shares of the total waste. 


The fundamental problem is that Niskanen’s model implies that part of the 
budget of each bureau will be wasted without providing any means for an 
operational definition of waste. 


HYPOTHESES 


Two related types of problem are evident in past approaches to testing the 
technical and allocative efficiency hypotheses: it is difficult to derive many 
testable hypotheses from the general proposition that bureaucrats are rational 
maximizers; and data suitable for testing such hypotheses are also frequently 
difficult to obtain. In this article, we attempt to avoid these difficulties by testing 
hypotheses about changes in the size of the bureaux which can be derived from 
the models. These changes, although not the central predictions of either model 
are necessary implications of them, and can be measured. If the measured 
changes are consistent with the predictions of the models, the rational- 
maximizing postulates may therefore be valid and the inefficiencies predicted 
by the models may exist. If, on the other hand, the changes in the size of the 
bureaux are not as predicted, the central predictions and postulates of the 
model must be questionable. 

The following hypotheses on changes in the size of bureaux can be derived 
from Niskanen’s model: 


Hypothesis 1: Core budgets of most bureaux will rise or remain constant 
over time. 

Hypothesis 2: Staff levels of most bureaux will rise or remain constant over 
time 

Hypothesis 3: Exceptions to these trends will be attributable to external 
shocks, i.e. to pressures arising from events outside the 
relationship between bureaucrats and politicians. 


The budget hypothesis follows from Niskanen’s formulation of his model, in 
which originally (Niskanen 1971, p. 38) the bureaucrat’s maximand was 
described as follows: 


Among the several variables that may enter the bureaucrat’s utility function 
are the following: salary, perquisites of the office, public reputation, power, 
patronage, output of the bureau, ease of making changes, and ease of 
managing the bureau. All of these variables except the last two, I contend, are 
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a positive monotonic function of the total budget during the bureaucrat’s 
term of office. The problems of making changes and the personal burdens of 
managing a bureau are both often higher at higher budget levels, but both 
are reduced by increases in the total budget. This effect creates a treadmill 
phenomenon, inducing bureaucrats to strive for increased budgets until they 
can turn over the management burdens of a stable higher budget to a new 
bureaucrat. 


Most of the variables Niskanen cited are affected by what he later termed the 
‘discretionary’ rather than the total budget of a bureau (Niskanen 1975, p. 618), 
since few if any of the other possible components of total budgets are likely to 
have provided positive utility to a self-interested bureaucrat. This changes the 
bureaucrat’s maximand to something very similar to Dunleavy’s core budget, 
which we have used in formulating our hypotheses. The treadmill phenomenon 
cited by Niskanen implies that a bureau will have a stable core budget in a 
period in which its size is the maximum sought by a particular bureaucrat, or a 
growing core budget in a period in which the bureaucrat is still seeking to reach 
the budgetary plateau which she or he will pass on to a successor. The model 
contains no explanation for reductions in core budgets and any such reductions 
must flow from shocks external to the logic of the model, i.e. not from the 
preferences of bureaucrats subject to limited political oversight. 

Our formulation is generous to Niskanen since the Australian economy grew 
by 30 per cent over the period, the population by 12 per cent, and the work force 
by about 19 per cent in the period under review. Some matching growth in the 
size of many bureaux would be expected unless the growth in potential 
workload was fully offset by technological improvement. However, we found 
that the data were sufficient to draw conclusions on the budget-maximizing 
hypotheses without the need for the complex calculations which would have 
been needed to discount for natural growth. 

Although Niskanen’s model uses the budget as a measure of the size of 
bureaux, we have expressed our hypotheses in terms of staff size as well. This 
follows Hood and Dunsire (1981, pp. 5506) who, after discussing a variety of 
measures of organizational size, settle for budget and staff. Niskanen’s model 
has often been interpreted as implying a preference for labour inputs on the 
part of decision makers in bureaucracies (Rowley and Elgin 1985, pp. 37-8) and 
Niskanen himself has moved between staff and budget levels in commentary on 
his theory, noting for example (1987, p. 139), that there remains an ‘intriguing 
question’ in the failure of total federal government employment in the US to 
change significantly in the last twenty years. Rowley and Elgin (1985, p. 49) 
point out that although Niskanen did not attempt to explain the inputs 
preferences of senior bureaucrats ‘it is relatively easy, however, to assimilate 
such preferences into his theory’. 

A preference for increased levels of bureaucratic employment can be inferred 
from several of the variables identified by Niskanen as likely to comprise the 
bureaucrat’s utility function, specifically, ‘salary, perquisites of the office, public 
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reputation, power, [and] patronage’ (Niskanen 1971, p. 38). Given bureaucratic 
tenure, and assuming a relatively fixed proportion of superiors to subordinates, 
promotion will be an important way of achieving a higher salary, reputation, 
power and patronage; while growth in the staff numbers in a bureau will be an 
important way of increasing the opportunities for promotion. Australian public 
servants enjoy reasonable tenure of office, and the ratio of employment in the 
senior Executive Service to overall employment in the bureaux we studied 
remained virtually unchanged over ten years. Hood, Huby and Dunsire (1984, 
p. 169) found a similar situation in the British civil service, concluding that ’ ... 
the conventional assumption that the rational promotion-seeking bureaucrat 
can increase his or her chances of advancement by working for the expansion of 
the total size of the administrative army, remains plausible’ (see also Frey and 
Pommerehne 1982). 

Niskanen (1971, p. 38) noted that it is not necessary for a bureaucrat’s utility 
to be strongly dependent on every one of the variables which increase with the 
budget, providing that utility as a whole is positively and continuously 
associated with the level of the budget. Since several important elements of 
Niskanen’s postulated utility function are positively related to staff size and the 
core budget is a subset of expenditure in which labour costs are particularly 
important, staff level is likely to be an acceptable measure of bureau size for the 
purpose of the model. 

The staffing hypothesis is a useful check on the budgetary proposition 
because of inconsistencies in budgetary data over time which complicate the 
comparisons of budgets. Good data on staffing by programme in the Australian 
budget sector has been published for more than a decade and the movement of 
programmes between bureaux has been clearly documented. It is therefore a 
relatively simple task to construct data series on staffing by bureau which avoid 
three problems with the budgetary data. 

First, budgets need to be adjusted for inflation and, although the implicit 
price deflator for non-farm products, which we used, provides a reasonable 
basis for adjustment for a period as short as ten years, no such conversion is 
perfect. A second, and less tractable problem with comparison of budgets 
results from the difficulty of constructing consistent and comparable time series 
for expenditure at the bureau level. The frequent structural reorganization, or 
bureau shuffling, and continuous change through the birth, growth, decline, 
and death of government programmes make it difficult to obtain comparable 
data on the budgets of individual bureaux over any lengthy period of time. 
While good budgetary data are available for most developed countries at the 
level of the bureaucracy as a whole, the models of bureaucratic behaviour 
examined here postulate causes linked to the motivation of individual 
bureaucrats and their interaction with other bureaucrats and politicians. 
These models therefore cannot be adequately tested with aggregate data 
alone. The use of core rather than total budgets reduces the distorting effect of 
bureaucratic reorganizations since the movement of discrete organizational 
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units are easier to track than changes in the responsibility for programmes, but 
budgetary data will still not be strictly comparable over time in all cases, 

A third problem of obtaining comparable data, particularly for the period 
covered by our study, resulted from the increased use of internal pricing within 
the bureaucracy, and other changes in the basis of payment for inputs by 
bureaux over the decade. Many types of goods and services were supplied free 
to bureaux by specialized central agencies in 1982-83 but had become subject to 
pricing by 1991-92. The basis for charging of bureaux for other services, and of 
taxing fringe benefits received by bureaucrats, also changed over the period. 
Detailed input data for 1991-92 has not been published and it was impossible to 
adjust the core budget of each bureau for the exact pricing effect. Since the 
aggregate effect across the whole bureaucracy amounted to about 20 per cent of 
core budgets it was sufficiently large as to call into doubt any comparison of 
these budgets. We sought to control for this by making a separate comparison in 
which adjusted core budgets for 1991-92 for each continuing bureau were 
estimated by subtraction from the reported core budget of $12,000 per employee 
(the product of the number of staff in that year and the average increase in 
internal charges per staff member for the whole budget sector over the period). 
This produced a further hypothesis: 


Hypothesis 4: Adjusted core budgets of bureaux will rise or remain 
constant over time. 


Six additional hypotheses flow from Dunleavy’s model: 


Hypothesis 5: Core budget to programme budget ratios will take specific 
forms for each category of bureau. 
Hypothesis 6: Budget-maximizing will be significant, if at all, only in 
bureaux with a high core to programme ratio. 
Hypothesis 7: There will be a proliferation over time of small, staff bureaux. 
Hypothesis 8: These bureaux will have been formed from large line 
bureaux. 
Hypothesis 9: Their functions will mainly be advising on policy. 
Hypothesis 10: The line agencies which remain will have consolidated their 
functions and activities in areas which cannot be devolved to 
other levels of government or to quasi- or non-government 
bodies. 
Hypothesis 5 raises the preliminary question of whether the budgetary 
categories of bureaux on which the model relies are valid. For this to be so, 
the ratios of core budget to programme budget for each of the eight types of 
agency identified by Dunleavy must take certain forms described below. 
Hypothesis 6, the first substantive hypothesis of Dunleavy’s model, is that 
budget-maximizing behaviour, if it occurs, will be observed only in bureaux 
with a high core to budget ratio because it is only in such agencies that budget 
maximizing will be in the interest of the most influential bureaucrats. The other 
substantive predictions of the model concern the size and functions of bureaux 


© Blackwell Publishers Lid 1996 


488 BRIAN DOLLERY AND PETER HAMBURGER 


rather than changes in their budgets, reflecting the outcome of the interplay of 
self-interested behaviour by bureaucrats with varying levels of influence as 
individuals. 

One additional hypothesis can be derived from both models. Since Niskanen 
and Dunleavy both assume that government oversight will be so weak as to 
permit bureaucrats to satisfy their personal preferences, they imply: 


Hypothesis 11: There will be no link between patterns of change in the size 
of bureaux over time and the apparent preferences of the 
governments in power. 

This hypothesis raises further difficulties with data since there is no 
unambiguous measure of the government’s preferences across the full range 
of public policies, and preferences which may be inferred are likely to change 
over time. Adding this uncertainty to a test of the validity of two specifications 
of bureaucrats’ preferences may appear to be an unnecessary complication. But 
if the trends of growth and decline across the Australian bureaucracy do not 
closely match those expected under either of the bureaucratic models, while 
appearing to be broadly consistent with what is known of the policy preferences 
of the governments in power over the period, it could be inferred that the 
models rely on a higher level of bureaucratic power than in fact prevailed. 
Accepting some uncertainty on this point, we specified certain broad 
preferences of the ALP governments in office during the period and examined 
whether the growth and decline of sectors in the bureaucracy broadly reflected 
those preferences. 


DATA CONSIDERATIONS 


Budgetary and staffing data were available on almost all bureaux from 
explanatory notes to the Appropriation Bills (later called programme 
performance statements), other budget papers, and the annual reports of 
bureaux for the two years under review. We reviewed the full sets of those 
papers and collected data on the core budget and programme element, the 
capital expenditure, the revenue and the staff numbers of every bureau in the 
budget sector in each year. Because both Niskanen and Dunleavy postulate 
bureaucrats with a degree of independent power, we defined bureaux as 
budget-funded bodies with separate identities, using the existence of most or all 
of the following in the case of any bureau as indicators of separate identity: 
separate enabling legislation; a separate line in Appropriation Bill No. 1; a 
separate programme or sub-programme number in the explanatory notes; a title 
including one of the markers of independence in Australian public sector usage 
(‘department’, ‘service’, ‘bureau’, or ‘office’); and direct accountability of the 
head of the bureau to the relevant minister. We excluded 12 statutory marketing 
authorities, the funding of which, although channelled through the budget, 
does not fully comply with Niskanen’s definition. There could also be argument 
as to whether some small agencies should be classified as separate bureaux 
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since the classification of budget sector bodies is the subject of some controversy 
(SSCFPA 1993). Dunleavy (1992) provides a different list of Australian bureaux 
which excludes some bodies as not being ‘central government’ and adheres less 
closely than we do to formal organizational boundaries. However, Dunleavy’s 
classifications closely match ours where the same body appears on both lists. 

The core budget was defined as the bureau’s own-purpose expenditure on 
salaries and administration, and the programme budget as the core budget plus 
monies, other than capital expenditure, transferred by the bureau to other 
organizations or to individuals. In a few cases where the purpose of a bureau 
was to undertake capital investment for other areas of government, its capital 
expenditure was also included in the programme budget. In all other cases, the 
expenditure classified as capital expenditure in the explanatory notes was 
excluded from the testing of any of the hypotheses as not being associated in a 
continuing way with bureau size. 

In seven cases, we estimated core budgets where the explanatory notes had 
aggregated the data in respect of more than one bureau. This was necessary 
only where bureaux existed in both years, but separate budget data were only 
provided for 1991-92 because they had not been separately funded in 1982-83. 
We then allocated 1982-83 budgets in proportion to the staff numbers of the 
components of the larger reporting units of that year. A few of the bureaux 
which continued in existence for the whole period also changed from a cash to 
an accrual basis of budgeting, making it impossible to compare their starting 
and finishing budgets. There were, however, 90 bureaux which existed for the 
whole period and had budgetary arrangements which permitted comparisons. 

The explanatory notes included annual average staffing figures for all but a 
few bureaux, calculated as the average for the year of the bureau’s staff levels at 
the end of each month. In a few cases where this figure was not provided, we 
substituted the average of the staff levels reported in annual reports at the end 
of the preceding year and the end of the year under review. Staff level data were 
available for 95 continuing bureaux. 

Overall, there were 139 bureaux in 1982-83 and 165 in 1991-92. These bureaux 
and the data collected in relation to them are set out in appendix 1, classified 
according to Dunleavy’s typology of budget structure and according to 
functional type. A notable feature of the data is the extent to which it reveals 
the churning of bureaux. The total number of bureaux increased by only 26 over 
the period, but 44 of the initial population ceased to exist while 70 new bureaux 
were established. 


EMPIRICAL RESULTS: BUDGET MAXIMIZING 


Five of our hypotheses concern whether changes in the size of the bureaux over 
the ten-year period were consistent with budget maximizing. Niskanen’s model 
implies that the size of each bureau should have remained constant or increased 
over the period except where there were identifiable external shocks. 
Dunleavy’s modification of the model suggests that, if these results occur at 
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all, they will be seen only in bureaux where the ratio of core budget to 
programme budget is high. Three indicators of size were used: core budget 
expressed in 1991-92 dollars, adjusted core budget and staff level. The results of 
the budgetary comparison are summarized in table 1 and discussed below in 
conjunction with the other budget-maximizing hypotheses. 


TABLE 1 Comparison of core budgets and adjusted core budgets 1982-83 and 1991-92 
Budget compared Ceased to exist Reduced in size Same size or Newly created 
larger 


Core budget 44 14 76 70 
Adusted core budget 44 20 70 70 


Note: Results which are unambiguously consistent with budget maamizing are in bold. In 
many cases, functions were transferred from bureaux which ceased to exist to continuing or 
new bureaux. 


Dunleavy’s prediction that budget-maximizing will be apparent, if at all, in 
bureaux with a high ratio of core to progamme budget rests on a classification of 
bureaux into eight types, according to their budgetary characteristics. Three 
types can be expected to have core budgets which are large in relation to their 
programme budgets: delivery agencies, or classic line bureaucracies of the type 
often cited or assumed in Niskanen literature which deliver services that they 
produce; regulatory agencies, which limit or control the behaviour of 
individuals, firms or bureaux, often externalizing many of the costs of their 
regulatory activities by imposing requirements on those they regulate; and 
taxing agencies, which resemble regulatory agencies except that they are 
usually large. Three other types of bureau can be expected to have the opposite 
budgetary pattern, a core budget which is small in relation to the progamme 
budget. These are: transfer agencies, which administer payments to individuals 
or firms; contract agencies, which develop and administer contracts to be let to 
private sector firms; and control agencies, which channel funding to other 
bureaux. Finally, there are two types of bureau for which core budgets typically 
comprise a significant but potentially variable part of the programme budget. 
Trading agencies operate directly in markets in a fully or quasi-commercial 
mode and hence may not fit Niskanen’s definition of a bureau. Their core 
budgets tend to comprise a large part of their programme budgets, but this can 
vary according to the levels of material or equipment costs. Servicing agencies 
provide facilities or services to other government bodies on a basis that does not 
involve re-charging. They otherwise resemble trading agencies. 

The first hypothesis to be tested in relation to Dunleavy’s model is whether 
the ratios of core budgets to programme budgets of bureaux match these eight 
categories. This hypothesis was strongly supported by the data. The ratio of 
core budget to programme budget matched the bureau type so closely that the 
few deviations from the predicted ratios proved to result from errors in data 
collection and vanished when these were corrected. There is no doubt that 
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Dunleavy has devised a very robust means of categorizing bureaux in a way 
which links their budgetary structure to their mode of operation. It should be 
noted, however, that our concern to recognize formal organizational boundaries 
in our identification of separate bureaux led us to classify as ‘mixed’, some 
bureaux with significant programmes falling into more than one of Dunleavy’s 
categories. 

Table 2 summarizes changes in core budgets and adjusted core budgets by 
the type of bureau, permitting an assessment of Dunleavy’s hypothesis on 
budget maximizing. The budgetary comparisons in tables 1 and 2 illustrate 
several conclusions relevant to the budget-maximizing hypotheses. First, there 
is a significant incidence of reductions in budgets, especially if some of the 
abolitions of bureaux are so classified, as it seems reasonable to do where some 
or all functions were not transferred to other bureaux. Only one significant 
reduction seemed to have an obvious external cause: the large reduction in the 
defence budget with the end of the Cold War. None of this is consistent with the 
hypotheses drawn from Niskanen’s model. Secondly, however, most bureaux of 
any type which survived for the whole period secured increases in their 
budgets. This might be consistent with the Niskanen hypothesis in what proved 
to be the special case of bureaux which escaped the effect of major 
reorganization. Thirdly, the pattern of change in size of delivery bureaux, the 
largest group in which Dunleavy predicts possible budget-maximizing, is not 
markedly different from the pattern across the bureaucracy as a whole. This is 
so, even if allowance is made for the fact that the overall expenditure on core 
delivery budgets may have increased if the delivery components of the bureaux 
we classified as ‘mixed’ are included. Fourthly, a significant trend not visible in 
the aggregates in the tables was that the budgets of bureaux across the range of 
categories became smaller in almost all cases where they were required to 
charge for their services, or increase their prices, or to operate in a more 
explicitly commercial manner. 


eer 2 Comparison of core budgets and (adjusted core budgets) by bureau type 1982-83 
1991-92 


Bureau type Ceased to Reduced in Same size Newly Total change in 
exist 


size or larger created core budget 

($000 1991-92) 

Control 7 1 (1) 3 8) 8 — 17,079 
Contract 1 10) — 828 
Delivery 15 12 (20) 43 (35) 14 — 237,976 
Mixed 3 3 (3) 7 1,407,332 
Regulatory 3 11 (11) 15 383,277 
10 1 (1) 10 (10) 4 — 538,047 

Tax 1 (1) 543,688 
Transfer 4 4 (4) 2 602,976 
Trading 1 ? * 20 F 
Total 44 14 (22) 76 (68) 70 2,143,343 


* Change from cash to accrual accounting prevented the collection of comparable data. 
Note: Results which are unambiguously consistent with budget maximizing are in bold. 
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The comparison of the staff levels of bureaux in table 3 shows results for the 
budget-maximizing hypothesis similar to those of the budgetary comparisons. 
Of the 95 bureaux for which starting and ending staff levels were available, 70 
experienced an increase in staff numbers, two small bureaux employed the 
same number at the end of the period as at the beginning, and 23 had fewer 
employees. It is notable that of the 23 bureaux which experienced reductions in 
staffing, 17 either began to price (or significantly increased the prices of) their 
services (9), were research organizations (6), or both (2). The only continuing 
bureaux in which employment declined as a result of an immediately apparent 
cause external to the model was the Department of Defence (including the 
Australian Defence Force) which was affected by a reduction in international 
tensions with the end of the Cold War. 


TABLE 3 Comparison of bureau staffing, 1982-83 and 1991-92" 
Bureau type Ceased to Reduced in Same size Newly Change in total 


exist size or larger created 

Control 7 4 8 — 1680 
Contract 1 1 13 
Delivery 15 15 39 14 — 22849 
Mixed 3 3 7 18676 
Regulatory 3 11 15 4119 

10 2 9 4 — 25208 
Tax 1 4562 
Transfer 4 1 3 2 4515 
Trading 1 5 1 20 24459 
Total 44 23 72 70 6607 


Note. Results which are unambiguously consistent with budget maximizing are in bold. 


Delivery bureaux are the largest category which could be prone to budget 
maximizing in Dunleavy’s model. At the beginning of the period there were 75 
delivery bureaux, excluding Defence, but including bureaux which we 
classified as mixed because they had other significant functions. At the end of 
the period, there were 77 delivery bureaux, defined in the same way. 
Employment in this category changed from 64,800 to 71,506 (+9 per cent) in 
continuing bureaux and from 27,842 to 26,282 ( — 1 per cent) in new bureaux 
which took over existing functions. Fifteen of the 23 continuing bureaux of all 
kinds which employed fewer staff at the end of the period than at the beginning 
were in the delivery category. The pattern of employment changes thus 
resembles that of budgetary changes, and similarly offers qualified support, at 
best, for budget maximizing. 

Developments in the extensive part of the bureaucracy characterized by 
bureau churning further qualify the conclusions in relation to budget 
maximizing. Nineteen of the 70 bureaux created and 11 of the 44 abolished 
were affected by the reorganization of former service-providing conglomerates 
into commercialized or corporatized bodies selling goods or services within or 
outside the budget sector. The new bodies performed these functions with 
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12,307 (33 per cent) fewer employees than their predecessors. Most of the other 
closures appeared to result from shuffling of functions between bureaux , much 
of it in a single dramatic exercise of prime-ministerial discretion in 1987. 
Twenty-one of the bureaux which ceased to exist had identifiable successors in 
13 new bureaux, with total employment on those functions remaining relatively 
stable (growth from 25,423 to 26,345 or 4 per cent). None of the 44 closures 
appeared to be attributable to any particular external shock, although two were 
special purpose bodies with defined life expectancies. 

Three trends in the data stand out in relation to the budget-maximizing 
hypotheses. First, the data for most bureaux which continued in existence over 
the period were consistent with budget maximizing. Secondly, there was a 
strong tendency for the exceptions in that category to have been either 
organizations which had been commercialized or which had a research 
function. The commercialization effect was dramatic, with reductions in 
staffing, for example, being typically in the range of 20 to 40 per cent, a result 
consistent with other empirical studies of privatization. Thirdly, and 
inexplicably in terms of Niskanen’s model, there was a very significant 
turnover of bureaux, including amalgamations and replacements. If the defence 
function is excluded, because of the effect of an identifiable external shock, 
about half of the employment in 1991-92 was in bureaux which had been 
shuffled during the period, or which had shrunk. Neither the second 
nor the third trend is consistent with budget maximizing or with the 
assumption that all bureaucrats have the power to maintain or increase the 
size of their bureaux. 


EMPIRICAL RESULTS: BUREAU SHAPING 


Dunleavy’s model produced four specific hypotheses about the effects of 
bureau shaping over time: there will be a proliferation of small staff bureaux; 
they will be formed from large line agencies; they will have a policy advisory 
role; and the remaining large line agencies will consolidate their functions and 
activities in areas which cannot be devolved to other levels of government or to 
quasi- or non-government bodies, including commercial or corporatized bodies. 
On these hypotheses, as on those concerning budget maximizing, the data are at 
best equivocal. 

There was some proliferation of small agencies and some consolidation of 
larger ones but the pattern of these changes was not clearly in line with 
Dunleavy’s hypotheses. Of 70 new bureaux, eight could be categorized as small 
policy advisory bodies created out of large line agencies and 10 were new 
agencies created by the consolidation of functions previously carried out in 
other large bureaux. A further eight small delivery bureaux were created out of 
larger bodies, five of them as a result of the reorganization of large service 
bureaux into conglomerates or smaller units as their functions were 
commercialized. Commercialization or corporatization of bureaux supporting 
defence, civil aviation and general administration produced another 21 new 
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trading bureaux. The remainder of the new bureaux comprised 21 small 
advisory or delivery agencies and two large delivery agencies, few with any 
clear predecessor. 

Thus, although there was a significant movement of responsibility for 
commercialized or corporatized functions to trading bodies, consistent with 
Dunleavy’s model, there was little segmentation of staff from line functions and 
none of the shift of responsibility from the federal to the state or local levels of 
government, which the model so often predicts. In fact, three changes involved 
significant shifts of responsibility from lower levels of government to the 
national level: a new federal body took over the responsibility of former state 
government regulators of corporations and securities; a continuing bureau took 
over meat inspection responsibilities from state and local government; and a 
bureau was established to administer new universal health insurance 
arrangements. While much non-priced service delivery was consolidated in 
larger bureaux, there was no indication that significant functions of this type 
were devolved to other levels of government or to quasi-government bodies. 

The data therefore provide some support for bureau-shaping but, as for the 
budget-maximizing hypotheses, much remains which is suggestive of 
influences not taken into account in the model. This brings us to our last 
hypothesis: the proposition, common to both models, that there will be no 
systematic link between changes in staff levels or core budgets of bureaux and 
the likely preferences of the governments in power during the period. 

The governments in question were characterized by a corporatist approach to 
industrial relations, evident in close links with the Australian Council of Trade 
Unions, an interventionist approach to macroeconomic management, support 
for the mechanisms of the welfare state and a fondness for regulation. They 
enjoyed cordial relationships with interest groups in the arts and the 
environment. In foreign affairs, they supported institutions for fostering 
international development and co-operation. Although there was implicit 
bipartisanship on many of these issues, there were substantial differences of 
degree and style between the coalition governments of 1975 to 1983 and the ALP 
ministries which governed for the following decade. Neither Niskanen’s model 
nor Dunleavy’s can explain a preference on the part of bureaucrats for 
particular policies, except indirectly if implementation of the policies is to the 
personal benefit of the bureaucratic decision maker. It follows that any pattern 
of growth in bureaux in areas of policy favoured by the political party which 
entered government at the beginning of the period, and of decline in those not 
favoured, would be more likely to reflect the influence of politicians than of 
bureaucrats. 

The data provide indications of political influence. There was a marked 
growth in the number of, and employment in, regulatory bureaux. Fifteen of the 
70 new bureaux were of this type, including six which had no obvious 
predecessor in the 1982-83 bureaucracy. Employment in regulatory bureaux 
increased from 1,192 to 3,783 (217 per cent) over the period. Six bureaux were 
established to carry out ‘corporatist’ functions of mediating between 
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government, unions and industry in relation to economic reorganization. While 
these were all small, accounting in total for 96 employees, four of them disposed 
of large programme budgets in the form of restructuring grants. Employment in 
bureaux supporting state involvement in industrial relations grew from 889 to 
1169 (24 per cent). Total employment in bureaux concerned with culture and 
environment protection barely changed from 7,767 to 7,951 but two large 
organizations with such functions were partly commercialized during the 
period and declined significantly in size. Employment in the remaining cultural 
and environmental bureaux grew from 1,411 to 1,904 (35 per cent). Employment 
in bureaux concerned with social security, health and education increased from 
40,362 to 53,426 (32 per cent). Bureaux with functions in direct support of the 
political system, including those employing the staff of ministers and Members 
of Parliament, increased their staffing levels from 2,558 to 3,408 (33 per cent) 
over the period. All these increases occurred within a roughly stable overall 
level of budget sector employment, being offset by reductions in defence and 
international relations (with the notable exception of foreign aid where a new 
bureau was established and employment grew by 133 or 32 per cent), and 
across policy areas wherever bureaux were commercialized or corporatized, or 
had prices attached to their services. 

Alternative explanations could be advanced for many of these trends. 
Regulatory agencies could have expanded as a result of the trend to 
commercialization noted above, or because of other aspects of a retreat from 
big government through, for example, the partial privatization of social welfare 
through aggressive state enforcement of maintenance orders in divorce 
settlements. But examination of the agencies in question showed that, at 
most, 46 per cent of the employment growth in regulatory agencies could be 
attributed to such causes. Most of the growth was in traditional and new 
regulatory bureaux concerned with such matters as environmental protection, 
cash transactions, and food and drug standards. 

These patterns of growth and decline of bureaux in particular areas of policy 
are not explicable in terms of either model. If bureaucrats have the power to 
satisfy their own preferences ahead of those which emerge from the political 
system, the power should be available equally to all bureaucrats or there should 
be some factor which accounts for the differentials in power among bureau- 
crats. Moreover, the particular pattern of change suggests that the preferences of 
politicians were influential. Although the extent of the political influence cannot 
be quantified, the rough measures available are consistent with its being at least 
as strong as any influence by budget-maximizing or bureau-shaping bureau- 
crats. 


CONCLUSION 


We have thus concluded that only some aspects of changes in bureaucratic 
budgets and structures can be explained by either of the models and that 
significant influences appear to apply which the models do not recognize. These 
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conclusions bring into question the validity of any attempt to model 
bureaucracy. Niskanen attempted to show that bureaucracy in general will 
be an efficient means of achieving social objectives. Dunleavy suggested 
instead that bureaucracy will produce specific types of dysfunction which, 
having been identified, might be rectified. But if no such general conclusions 
are sustainable through modelling, is there any point in the activity? We think 
there is because the modelling efforts to date do point to some general lessons. 

The first is that better results might be obtainable from different modelling 
techniques and, indeed, Dunleavy’s approach represents a step in that 
direction. Further development is possible in line with a broader theme 
presently emerging in the development of microeconomic theory which 
emphasizes the importance of institutional structure on individual behaviour. 
In introducing economic analysis to the study of bureaucracy, Niskanen 
imported not only the homo economicus assumption but also the mathematical 
techniques of neo-classical marginal analysis. These techniques require the 
specification of a single maximand and of given constraints to which 
maximization will be subject. But, over the past two decades, economic 
theorists have become increasingly interested in the origins of institutions and 
the ways in which their characteristics can influence behaviour within them. 
This ‘new institutional economics’ or ‘neo-institutionalism’, whilst still in its 
infancy, has developed alternative approaches to the problem of how 
institutions can mould behaviour. Its modelling techniques allow for more 
complex relationships than can be dealt with through Niskanen’s methodology. 

At least three elements of the new institutional economics can shed light on 
behaviour within organizational hierarchies. First, an emerging body of work 
on transactions cost helps to explain why bureaucracies arise and why they 
develop certain characteristics (Pitelis 1993). Williamson (1989) has advanced 
the concepts of bounded rationality (limits on the capabilities of individuals to 
use information), opportunism (guileful self-interested behaviour by members 
of organizations), and asset specificity (investment in specific assets and skills) 
to explain why certain activities are undertaken by specific kinds of institutions 
on the basis of comparative advantage. Secondly, new work on the economics of 
property rights has shown that the structure of property rights can affect 
organizational outcomes as much as the more obvious influences of inputs and 
technology. Eggertson (1992, p. 125) has observed that ’... economic activities 
depend on the internal rules of firms and, more generally, on the external 
structure of property rights’. Insights drawn from property rights can shed light 
on the operation of public bureaucracies in ways which go beyond a simplistic 
private firm-public bureau dichotomy (De Allessi 1982). Thirdly, and most 
importantly in the present context, agency theory provides significant clues 
about the operation of hierarchies (Jensen and Meckling 1976). Principal-agent 
relationships may be especially relevant to the complex organizations 
characteristic of public sector bureaucracies, where voters are the ultimate 
principals and agents include Members of Parliament and the various layers of 
the civil service. 
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To date most of the work in the area of new institutional economics has 
focused on private sector institutions. Whilst Moe (1984) is undoubtedly correct 
in warning against the uncritical use of the resultant conceptual framework 
in a public sector context, we believe that agency theory in particular can 
help explain why the application of the homo economicus methodology 
to public bureaucracies has not yielded convincing empirical evidence either 
way. 

a essence, we argue that institutional characteristics matter and that the 
principal-agent relationships within them cannot be ignored. However, they 
cannot be modelled in ahistorical and universally applicable terms, as 
attempted by Niskanen and Dunleavy. Thus, despite its intuitive appeal, the 
Niskanen model may only provide a reasonable approximation of the outcome 
of rational, self-interested behaviour within the US civil service at the high point 
of Keynesian demand management and the post-war boom. Similarly, the 
Dunleavy model relies heavily on features of the British civil service at a time of 
fiscal restraint. Different institutional structures, like those underlying the 
Australian bureaucracy during the 1980s, require a different explanation. We 
emphasize that, although this argument implies that different institutional 
hierarchies will manifest maximizing behaviour in different ways, it does not 
mean that bureaucrats are not maximizers per se. That is, the homo economicus 
postulate may provide a satisfactory working hypothesis for bureaucratic 
behaviour under all institutional circumstances, but significant institutional 
differences between bureaucracies at different times will cause it to have effect 
in widely divergent ways. One implication of this is that modelling of the 
behaviour of bureaucrats in particular systems is possible. Another is that better 
outcomes, however defined, may be achievable through reform to rules and 
bureaucratic structure rather than through wholesale privatization of public 
agencies. 

If our Australian results were to be generalized into a model of bureaucracy, it 
would propose that outcomes, including the size and structure of the 
bureaucracy, are a function of the preferences of bureaucrats, the preferences 
of politicians, and the decision rules through which these preferences are given 
force. In addition, external influences, such as developments in the economy 
and in international relations, will always have the potential to exert significant 
influence on government and its bureaucratic instruments. This is a fairly 
standard principal-agent model and it suffers from the flaw of all such models 
of being highly specific to particular institutions. But, given the complexities of 
principal-agent relationships in bureaucracies, and the attendant moral hazard 
problems, a model of this kind might well provide the most suitable vehicle 
for the productive application of economic analysis to the size and structure 
of the public sector. Some support for this position may be found in 
the recent literature (see, in particular, Frant (1991, p. 119) and Jackson (1993, 
p. 118)). 

If bureaucracy is modelled as a principal-agent problem in this way, choices 
between the use of bureaux or other means of providing goods and services are 
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more likely to be made in the knowledge of the relative difficulties which will 
face the principals in each case. Case-by-case choices of this type are 
cumulatively important and a convincing model of how a bureaucracy works 
should help to improve their quality. Furthermore, the modelling of particular 
sets of institutions and rules in a principal-agent framework may prove to be an 
effective way of identifying and testing the effect of feasible reforms. The 
inability, as we see it, of Niskanen or Dunleavy to produce models of 
bureaucratic behaviour with universal application, should not thus deter 
further work with a more specific focus. 
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RAPID RURAL APPRAISAL: ITS USE AND 
VALUE FOR HEALTH PLANNERS AND 
MANAGERS 


SUSAN B. RIFKIN 


Rapid appraisals have proliferated in the field of health in the past decade because of 
their perceived promise of obtaining information for planning and managing 
programmes cheaply and quickly. This article examines one type of appraisal, Rapid 
Rural Appraisal (RRA) in order to assess the contribution of this approach. The 
background to its development is described, highlighting the relevance to primary 
health care (PHC). Its two essential characteristics — qualitative inquiry and community 
participation are noted. The approach is examined, the techniques described and case 
studies which have used the approach are presented. The strengths and weaknesses of 
the approach based on these examples are assessed. The article concludes that the RRA 
approach should not be seen merely as an approach to get information for the planning 
process but rather as an integral part of the process itself. Its contribution is to improve 
the quality of the information planners obtain and to develop plans of action by using 
qualitative inquiry and involving the community in this process. 


INTRODUCTION 


Obtaining quality data for programme planning quickly and cheaply is the 
dream of every planner and policy maker. In pursuit of this dream, the use of 
rapid assessments in the field of health and nutrition has proliferated in the last 
decade. While the approaches, methodologies and techniques have varied, they 
do share a number of characteristics. Firstly, they are relatively cheap and quick. 
Secondly, they have the purpose of addressing problems of ill health in the 
community, and often, in the poorest communities rather than the individual 
level. Thirdly, they are designed to provide information on which to take action 
rather than to accumulate data for academic research. Finally, they all recognize 
that this approach is in the process of adapting known and evolving new 
techniques to improve information collection and analysis. 
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It is the purpose of this article to explore in some detail the approach 
developed in Rapid Rural Appraisal (RRA) and it use and value for health 
planners and managers. After reviewing briefly the types of rapid appraisals 
most commonly used in the health field, the article will give a background to 
the RRA approach, highlighting its relevance in the field of health. Then, the 
conceptual basis and some of the more innovative methods will be described. 
Case studies illustrating the use of RRA in needs assessment will be presented to 
highlight issues in adopting the conceptual approach to the bio-medical context. 
Then the strengths and weaknesses of the RRA approach for health planning and 
management will be assessed in terms of the value for information collection 
and the use in the managerial process, focusing on the application of qualitative 
methods and development of community participation. Finally, the contribu- 
tions of this approach to health planning and management will be examined. 


I A SHORT REVIEW OF THE TYPES OF RAPID APPRAISAL 


In the health and nutrition field, a number of rapid assessments have been 
developed. The most well known include the following: 

Rapid Epidemiological Assessment (REA) emerges from the disciplines of 
epidemiology and statistics. REA undertakes rapid data collection using small 
area survey and sampling, surveillance methods, screening and individual risk 
assessment and community indicators for risk or health status (Selwyn et al. 
1989). It has been used mainly to evaluate how health services function where 
constraints on staff time are critical. 

Rapid Assessment Procedures (RAP) has its roots in the discipline of medical 
anthropology. RAP uses interviews, conversations, observation, participant 
observation and focus groups. The techniques are specifically applied to gain 
information about people’s views and beliefs about health, the treatment and 
prevention of disease and the use of both traditional and modern health care. 
Based on the experience of using these methods in 16 countries, a training 
manual has been produced (Scrimshaw and Hurtado 1987). 

Closely related to this approach because its basis is also anthropological 
techniques is Rapid Ethnographic Assessment (Bentley et al. 1988). Emerging from 
the RAP experience, it applies these techniques but it focuses on collecting data 
concerning peoples’ beliefs and practices in relation to a specific disease. Under 
the auspices of the World Health Organisation (WHO), this approach has been 
applied to improve management of acute respiratory infections (Pelto and Gove 
1992). The use and value of Rapid Assessment Procedures and Rapid 
Ethnographic Assessment for health planners has been comprehensively 
reviewed by Manderson and Aaby (Manderson and Aaby 1992). 

In the field of health planning and management rapid assessments were 
promoted in the early 1980s (Melville 1993). This concept, however, did not 
originate in the area of health. Work in the field of rural development, 
particularly farming systems, enabled a group of academics and practitioners to 
meet in 1979 to systemize their experiences. Under the title of Rapid Rural 


© Blackwell Publishers Ltd 1996 


RAPID RURAL APPRAISAL 511 


Appraisal (RRA), a conceptual framework was put forward to give form and 
substance to information collection which did not rely on the traditional 
quantitative survey. The attraction of this approach to those in health 
programmes did not rest merely on the possibility of rapid data collection. 
RRA emphasized priority setting for the poor and community participation, two 
of the major principles of primary health care (PHC), the policy adopted by the 
member states of the World Health Organisation in 1978 (WHO/UNICEF 1978). It 
also emphasized a third principle of PHC, intersectoral, or in this case 
interdisciplinary, approaches using a number of people from different sectors 
and from different organizational levels as researchers. 


I BACKGROUND 


Rapid Rural Appraisal (RRA) was put forward in the late 1970s by Robert 
Chambers and a group of colleagues at the Institute of Development Studies in 
Sussex, England (Institute of Development Studies, 1981) with a view to 
improving the planning process in the field of agriculture and rural 
development. RRA sought to overcome the barriers presented by long surveys 
which came too late for use in decision making. It also sought to overcome the 
biases of the development planners who were making decisions about projects 
based on their limited access to beneficiaries. These limitations were the result 
of contacts with the élites rather than the poor: ‘tarmac’ investigations looking 
at villages next to well-serviced roads; and dry season only visits. Defined by 
adherents as ‘any systematic activity designed to draw inferences, conclusions, 
hypotheses or assessments, including acquisition of new information, in a 
limited period of time’ (Beebe 1987), RRA was seen as a means of giving quick 
and accurate information for identification and appraisal of rural development 
problems with a view to taking action on solving these problems. 

The spread of interest in RRA began as practitioners from a wide range of 
disciplines and experiences came together to share their ‘informal’ and less 
orthodox approaches. Expansion was fairly rapid, however. While emphasis 
has been placed on its use as a methodology for initial appraisals of situations, it 
also has been used for monitoring and evaluating projects. 

RRA has expanded the concept and methodology of addressing issues outside 
the original rural data gathering objectives. Most recently, experiences of 
practitioners mainly in India have focused on the development of participatory 
techniques which involve including the informants as partners in the 
information planning process (Mascarenhas et al. 1991; Chambers 1992a; 
1992b; 1994). This shift in emphasis now subsumed under the term, Participatory 
Rural Appraisal (PRA) has highlighted the potential of RRA as a catalyst of a 
learning process and the contributions of adult education and psychology to the 
methodologies. 

RRA has been used as a means for planners to get quality information 
comparatively quickly on which to take action for development interventions. 
The approach has two essential characteristics. The first is that it is based on 
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qualitative inquiry. These methods, described in detail by Patton (Patton 1990) 
have only recently gained increasing interest in the health field. For pro- 
gramme managers and planners in all fields, these methods have been used for 
practical problem solving, action research and monitoring and evaluating 
programmes. 

The second is that it is based on participation of programme beneficiaries in 
the information process. Much had been written about the participatory 
approach in the field of health and development (Feuerstein 1986; Johnston and 
Rifkin 1987; Macdonald 1993; Oakley 1989; Rifkin 1990). As we have earlier 
noted, it is seen as a principle of PHC and therefore, is critical to health planning 
following this policy. 


Ii! THE RRA APPROACH: CONCEPTUAL BASIS 


RRA and its evolution into PRA draws its conceptual framework from a number 

of other fields including: agricultural economics, agro-ecosystems analysis, 

applied anthropology, rural and community development and adult education. 
Its conceptual basis rests on the following principles: 


(1) Development analysed as a process of ‘adaptive change’ rather than 
progress; this suggests that changes may not come about as a result of 
solving problems in existing systems but rather by a series of 
interventions and discourses that replace outdated systems seen to 
progress in a linear fashion. 

(2) Cybernetics in which any system is seen as more than the sum of its 
parts because the system functions and maintains itself through 
feedback and learning experiences; it is the result of the need to develop 
a steady flow of information and the capacity of planners to act on this 
information in a timely manner. 

(3) Cognitive models of perception which recognize the value of different 
perceptions of the same events and the contributing actions by different 
actors (Grandstaff et al. 1987), and which pose a challenge to the 
paradigm underlying scientific investigation expressed in quantitative 
measurements seeking order and casual, predictable relationships in 
nature, which in turn, give rise to the expectation that human behaviour 
can be manipulated and controlled. 


As Chambers (Chambers 1981) explains, RRA rests on two principles which 
assure its methodological rigour but avoid unnecessary data collection. These 
principles are: 


(1) Optimal ignorance which demands that information which is not 
relevant to the objectives of the collection exercise must be ignored. 

(2) Proportionate accuracy which demands that the accuracy of information 
be kept in proportion to its use and time not be ‘wasted’ in validating 
information which cannot be used. 
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The underlying philosophy of this approach is that data collection is valued 
as a process of learning in an iterative and systematic way in and of itself, not 
merely an activity for the product of information. The emphasis reflects the 
orientation of David Korten (Korten 1980) who suggests development activities 
have greatest chances of success when seen as part of a learning process rather 
than an administrative blueprint. 

The RRA approach is defined by a specific set of characteristics which include: 


(1) action-oriented research to be used by planners and managers for 
problem solving; 

(2) community involvement in information collection and analysis; 

(3) emphasis on communication and listening skills; 

(4) holistic and systematic approaches; 

(5) multidisciplinary and interactive methods including visualization of 
information to replace only verbal communication; 

(6) flexible responses to data collection and interpretation. 


In this approach the process is Iterative, Innovative, Interactive, Informal and 
In the field (Conway, undated). 


IV THE RRA APPROACH: TOOLS AND TECHNIQUES 


Qualitative methods provide what has become known as a ‘toolbox of 
techniques’ for rapid data collection. These techniques may be described 
under two broad headings: 


(1) Use of interviews 

The use of interviews in these appraisals follows the conventional guidelines of 
qualitative research methodologies (Patton 1990). Interviews allow a process to 
develop which is continuous, challenging and adaptive. They often provide the 
basis for the pursuit and development of the other technique. In this context, 
interviews are semi-structured seeking maximum flexibility for responses. 
Focus group interviews is a popular technique but individual key informant 
interviews are also frequently used. Oral case histories are another source of 
information. 


(2) Use of visualizations 

The techniques under this heading are among the most dynamic and 
innovative. They are based on illustrating the data in both the collection and 
analytical stages. These techniques take on importance where a common 
conceptual and/or verbal language is not shared among those involved in the 
planning. Such situations are common in health planning where there is a 
mixture of disciplines in management teams and where interaction between 
professionals and lay people is critical to the programme. A list of visualizations 
that have potential use in health planning was compiled and published in RRA 
Notes 16 (Chambers 1992c). For the purposes of this article, below are the descriptions 
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of some of the most common tools. They are chosen merely to illustrate their use rather 
than provide a definitive description of the tool. 

Visualizations can be described around two different sets which are related to 
their use in the planning process. The first set may be described as 
‘visualizations for planners’ which provides the investigator with the frame- 
works with which to develop patterns of relationships among the various data 
sets. There are many examples including: 


(a) Ranking 

This is a tool to enable planners to involve community people in setting 
priorities. One of the most well-known tools, wealth ranking, for example, 
allows the investigator to explore the patterns of economic disparities by asking 
individuals to identify proxy indicators of wealth in their communities and then 
asking them to identify households which exhibit these indicators (Pretty 1989; 
RRA Notes 15 1992). The ranking tool has been used to identify groups to be 
targeted for interventions. It has also been applied to compare choices of 
strategies for specific problems and to prioritize solutions to specific problems. 
In the field of health, Welbourn (Welbourn 1992) has applied it to relate socio- 
economic status to disease problems. 


(b) Seasonal calendars 

These request respondents to describe the environment according to seasonal 
changes and record these changes as illustrations. Religious and community 
ceremonies which occur at the same time every year can be used to cross check 
these calendars. Calendars can be drawn in a linear fashion to show a typical 
year and to compare between years. Local material such as stones or grain is 
used to show occurrences as the amount of rainfall, food consumption, 
agricultural labour available, prices, income and expenditure, debt, etc. This 
tool enables people to express their own understanding of relationships of 
occurrences over a year. To local inhabitants, this representation often means 
more than government produced statistics (Mascarenhas et al. 1991, p. 15). In 
Uganda, a seasonal calendar was used to provoke discussions about the 
prevalence of diseases during certain months. Departing from this analysis it 
was used in a discussion about AIDS, facilitating thinking about the relationship 
of the harvest (and hence more pocket money) and sexual activities (Ssembatya 
et al. 1995). 


(c) Matrices 

These are tools to enable an ordering and structuring of information. They 
include problem-solving matrices and matrices used by researchers to analyse 
decisions of local people concerning choices, for example, of food preferences 
and health care (RRA Notes 7 1989). Matrices are often a diagrammatic 
representation of answers to direct questions about choices. ‘Best bets’ matrices, 
for example, list alternative development strategies which are analysed 
according to the possibilities for successful implementation. In the health 
field, matrices have had a wide-ranging application. They have been used for 
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choosing priorities for health interventions at the municipal government level 
(WHO 1988) and for identifying the most prevalent disease problems in a poor 
Indian village (Francis et al. 1992). 

Other tools for assessments include causal and flow diagramming, chapatti 
(Venn) diagramming, and time line and trend analysis. 

The second set of visualizations may be seen as complementary to the one 
described above and may be entitled ‘visualizations for partnerships’. These 
methods make it easier to allow the community people to define the boundaries 
and analysis of the information-gathering exercise. Planners act as facilitators 
rather than leaders. Examples include: 


(a) Mapping 

This has been used in Indian villages with villagers creating their own maps to 
analyse their homes in terms of social and economic factors (Macarenhas et al. 
1991). Local community members or individuals are asked to create an 
illustration of their environment. As many people are illiterate, this if often done 
with local materials such as sand, coloured soils, stones, cigarette packages, etc. 
Maps can be used to identify spatial relationships and to locate potential 
resources. They can also be used to explain how things work, to analyse 
changes of an area over time and to monitor changes related to a specific 
intervention (Macarenhas et al. 1991). There are increasing examples of the use 
of mapping in health and nutrition programmes (RRA 16 1992). They have been 
used to locate facilities and water supplies in the community, identify 
households with ill or ‘at risk’ people and often as an entry point to begin an 
intervention programme. An innovative example is that of ‘body mapping’ 
which Andrea Cornwall carried out among women in rural Zimbabwe 
(Cornwall 1992). Cornwall asked groups of women to draw maps on the 
ground to illustrate their understanding of reproduction. These maps became 
the basis for a process of explaining and exchanging views about sex and birth. 
In information shared among the women, it became apparent that under- 
standing of this process had notable points of departure from scientifically 
based descriptions and thus, influenced the women’s views about use of 
contraceptive methods. 


(b) Transect analyses 

These are undertaken by key informants and the interviewers walking through 
the area of interest. The term ‘transect’ applies both to the ways the information 
is collected and how it is analysed. Participants walk through an area covering 
it from a number of points which transect each other and observe the area, talk 
with residents and among themselves, identify different concerns, seek 
problems and possible solutions. The information collected is then mapped 
on a transect diagram which can be vertical, looped or sweeping. One 
advantage of this technique is that both residents and researchers often discover 
both resources and practices neither knew existed (Macarenhas ef al. 1991, p. 
14). This tool, for example, was used in a remote rural community health 
programme in Northern Gujarat, India, as a means for a research team to cross- 
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check the census, identify local resources and observe village life (SEWA-Rural 
Research team 1994). 

Visualizations, based on qualitative inquiry, have been found to be good tools 
for exchange of information as well as for mutual sensitization of perceptions 
and problems between planners and their beneficiaries. In addition, because the 
approach is iterative, often the preliminary use of one technique gives rise to its 
modification or to a new technique. Overall, the use of these techniques has 
resulted in learning experiences as well as data collection. 


V EXAMPLES OF APPLICATION 


It may be argued that the conceptual basis of RRA and the bio-medical approach 
are diametrically opposed. The latter emphasizes professional privilege, 
universal solutions and standardization (Lewontin 1991). RRA, on the other 
hand, has the characteristics outlined on p. 513. Table 1 illustrates the 
differences. 

The bio-medical approach defines the context in which RRA is being used in 
the health and nutrition field. Because this approach does not share the essential 
world view reflected in the approach of RRA, the application of RRA in health 
and nutrition has not been without difficulties. Concretely, the bio-medical can 
be described as follows. Firstly, great credibility is given to quantitative analysis 
and comparatively little is given to qualitative research. Although this is slowly 
changing, the presentation of numbers still is the major determinant of 
allocation of resources. Secondly, at the bottom line, needs assessments literally 
address issues of life and death. Thus, it is assumed both by professionals and 
the laymen that professional training and experience are more important in 
decision making than they are in decisions in agriculture, for example. Thirdly, 
professional approaches to community participation in health focus on 
community mobilization (‘do what the doctor says is best’) rather than on 
community empowerment. Thus, community participation is most often not 
defined as involving community people in decision making but rather defined 
as having people contribute, in terms of money, materials and/or manpower, to 
professionally defined activities. 


TABLE 1 Conceptual differences in the RRA and bio-medical 
approaches 


RRA BIO-MEDICAL 
action orlented seeking objective truth 
community involvement professional domination 
communication and listening dispensing knowledge 
holistic reductionist 
multidisciplinary confined to medical science 
flexible rigid seeking standards 
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This context highlights the following issues for programme planners and 
managers in using RRA, particularly for needs assessment: 


(1) the need to find credibility for qualitative information in a field in which 
quantitative information dominates; 

(2) the need to establish a basis for belief by professionals in information 
provided by laymen; 

(3) the value of working in multisectoral (multidisciplinary) teams; 

(4) the necessity of finding mechanisms to translate the information into 

~ action to gain credibility with those who provided information; 

(5) the necessity of developing realistic expectations, particularly in 
developing a common framework and training a team, concerning the 
time an exercise of this type will take. 


In this section, we will explore these issues by examining case studies which 
have used RRA for needs assessment. In doing so, illustrations of these issues of 
adapting RRA to the bio-medical context will be provided. 

An early application of RRA in the health and nutrition field was jointly 
undertaken by the Centre Régional pour le Developpement et la Santé/PDS 
Pahou (Benin) and the Royal Tropical Institute, Amsterdam in 1985/86. 
(Varkevisser ef al. 1993). The project was to identify interventions which 
could be undertaken to improve the health and nutrition of mothers and 
children in 3 zones in South Benin. The project combined both quantitative 
survey techniques for sampling and for describing the magnitude of the 
problem of malnutrition and qualitative methods for interviewing mothers on 
possible causes. Multidisciplinary teams together with community people 
developed an analytical framework and the data collection techniques, then 
undertook the data collection and analysis together. Their reports were fed back 
to those in the village that participated in the study. The amount of information 
gathered allowed programme proposals to be formulated and adopted. The 
information was confirmed by an extensive epidemiological socio-economic 
and nutritional survey, undertaken shortly afterwards. 

The RRAs done at three different times by this group relied on qualitative 
techniques for both conceptual development of the appraisal and for the 
process of collection and analysis. Their publication records how the multi- 
disciplinary composition of research teams which included health and other 
staff in these zones enabled a realistic appraisal both in terms of information 
and logistics. The involvement of key informants at the village level for 
information and when possible for interpretation and analysis was very 
contributive. It was found that key informant identification through wealth 
ranking helped the research team to identify members of low income groups 
and to identify a useful point of entry for discussion about causes of 
malnutrition (Varkevisser et al. 1993, p. 87). An additional advantage was that 
the service providers in health, agriculture and social services who had carried 
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out the RRAs together, in their daily activities, could act upon the 
recommendations which grew out of their experiences in the study. 

However, the experience did highlight some of the constraints of using RRA. 
One was the need to allow enough time to have the process develop. It took a 
comparatively long time for the research objectives to be clearly identified and 
articulated (Varkevisser et al. 1993, p. 85). This was true, in part, because the 
research team had different disciplines and thus, a common language and 
approach needed to be created. This period was also necessary to get 
administrative procedures with representatives of different sectors completed 
in the field to undertake the work. Another was the constraint of the lack of 
training of some of those involved. In the field, local level staff had problems 
recording and analysing the information they had collected, although they were 
good interviewers. A good mix of more and less experienced researchers was 
required. 

RRA techniques were also a basis for a manual for rapid assessment of health 
problems for low income areas in urban settlements. With the support of the 
WHO, a manual was written to enable municipal officers to make a needs 
assessment concerning health problems (WHO 1988). Pilot tested in Tanzania, it 
became the basis for needs assessment exercises in Bangladesh, Bolivia and 
several health programmes including those of the local government health 
authorities in the United Kingdom (Ong et al. 1991; Ong and Humphris 1994; 
Creswell 1996). The main objectives of these appraisals were to identify 
community problems which could later be investigated using quantitative 
methods and to engage the community leaders in the process of prioritizing 
problems and seeking solutions. Guidelines, based on this experience and 
others described below, have now been revised. To distinguish this exercise 
from other types of rapid appraisals, it is called Rapid Participatory Appraisal 
(RPA). These guidelines are soon to be published by the World Health 
Organisation (Annett and Rifkin 1995). 

A ten-day workshop was developed, designed to train multidisciplinary 
teams to undertake the needs assessment with the involvement of community 
people in interviews described above. The workshop consisted of identifying 
information needed, the people who might best give information, and the types 
of observations and secondary data necessary to triangulate information from 
interviews. Field work was undertaken to collect the data. It was then analysed 
by the teams. The teams returned to the interviewees to confirm information 
and to ask these informants to prioritize problems the research teams had 
identified. The strengths of this approach included enabling the survey team to 
become aware of community problems that they heretofore had not identified; 
gaining experience and benefits from working in multisectoral (multidisci- 
plinary) teams and seeing the value of community involvement in planning. 
The weaknesses included possible sampling bias, lack of adequate training to 
conduct and analyse interviews and the lack of time to insure the process was 
completed (Rifkin and Annett 1991). 
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In the context of giving credibility to qualitative information through 
systematic data analysis and presentation, a conceptual framework was 
developed to help with data collection and analysis. It is an information 
pyramid (see figure 1) and serves two purposes. Firstly, the pyramid helps 
researchers to visually assess the amount of information necessary for the 
planning process based on primary health care. It suggests rather than 
collecting vast amounts of information about health services and disease 
patterns that more information is needed about community composition, 
structure and capacity. Secondly, by visualizing ‘information blocks’ as 
categories for information collection and analysis it provides an analytical 
framework for the assessment exercise. This model has been used in a number 
of planning exercises both in the classroom and the field. 

The guidelines described above were used by the South Sefton Health 
Authorities in Merseyside, UK, as a contribution to a revamping of health 
services due to managerial changes in the county (Ong et al. 1991). With 
priorities placed on decentralization and community involvement, a RRA 
(mistitled as this was a large urban area) was carried out by multidisciplinary 
teams to assess community needs in one of the poorer districts of the region. 
The exercise took over five months to complete but the team noted it was rapid 
compared with other community research which had been undertaken (Ong et 
al. 1991, p. 913). The findings were integrated with quantitative data which had 
already been collected to provide in-depth baseline information about 
community needs and resources. To the managers, the benefits were the 
flexibility of the methodology, its means of providing a strong link between 












Health and 
Environmental 
Services 






Disease and 
Disabllity 


Socio-economic 
Environment 


Physical 
Environment 





















Community 


Capacity 


Community Organization 
and Structure 


Community 
Composition 





FIGURE 1 Blocks for an information pyramid 
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community and health managers; its capacity to help planners identify 
problems of community, but not necessarily professional concern, and its 
potential of multisectoral involvement for resource contribution and manage- 
ment. It also established mechanisms for managerial accountability to the 
community. Concerns focused once again on developing a realistic time frame 
under which to do the exercise and acquiring the skills to interview and 
interpret data. 

Based on the experience of the South Sefton Health Authority in Merseyside, 
a group of doctors in general practice in a poor area of Edinburgh decided to 
use the approach of Rapid Participatory Appraisal to enable their care to be 
more relevant (Murray 1994). Part of the attraction of a community needs 
assessment reflected the change in the National Health Service of the United 
Kingdom which now has decentralized funding to local practices and has made 
the practices responsible for allocating these resources. The practice group in 
Edinburgh, serving a vulnerable community, wished to deploy their scarce 
resources to serve the most people. 

The appraisal team consisted of a general practitioner from the practice 
health centre, the health visitor, the local community education worker and two 
local social workers. The team could not work full time on the appraisal so it 
was done over three months with each team member contributing four hours a 
week. 

Using the WHO rapid appraisal guidelines (the original guidelines published 
in 1988), the team devised an interview schedule and pilot tested the protocol. 
Interviews were conducted with key informants which included local health 
service people, teachers, workers in voluntary service organizations and 17 
residents selected to represent various age groups, social situations and health 
problems in the community. 

A meeting was held to present the findings to all informants after which two 
focus groups were conducted to identify priorities and explore possible 
interventions. They also made suggestions about improvement of the general 
practice health service delivery. A final report was circulated by the team and a 
local newspaper published the detailed findings and invited comments. 

One result of the findings was that community concerns with no direct links 
to the health service delivery, i.e. improvement in bus services met with a 
positive response from the responsible authority. Bus services were improved. 
Concerning the implications for the health service, the immediate and easily 
corrected actions were undertaken. In terms of a planning exercise, the team 
was pleased with the flexibility of the approach and that it allowed solutions to 
be found concurrently with the identification of the problems. 


VI ASSESSMENT OF APPLICATIONS 


In this section we will examine the strengths and weaknesses of the RRA 
approach to needs assessment (noting again the approach as described in the 
case studies is not confined to rural programmes) within the context described 
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in section V, by focusing on two areas: the value of the information and 
secondly, the value of its use in the managerial process. 

Concerning the value of information, the approach has made a number of 
contributions for planners and managers. Firstly, qualitative inquiry enables 
managers to discover information which would not be available through a 
formalized questionnaire. It gives those in responsible positions information 
which provides deeper insight into the conditions, views and attitudes of their 
beneficiaries. It becomes a powerful tool when combined with quantitative 
information. Integrating the two enables planners to: 


(1) use qualitative work for hypothesis formulation and quantitative work 
for hypothesis testing; 

(2) use qualitative inquiry for identifying causes of problems and 
quantitative for testing; 

(3) use qualitative work to define health problems and quantitative to give 
the size and depth of the problem, thus saving the time and expense of 
large surveys; 

(4) use qualitative methods to give soul and substance to information which 
is only recorded by numbers in quantitative work. 


In addition, it helps planners and managers to conceptualize problems in new 
ways. It helps them to gain knowledge about how community people perceive 
problems. In RRA, and especially RPA, qualitative methods provide a framework 
in which these conceptualizations can be developed and shared between health 
providers and the community. 

Experiences suggest that there are two major potential weaknesses in the 
application of these techniques for information collection and analysis. Firstly, 
there is the weakness which is possibly due to the lack of proper training 
required to use these methods successfully, i.e. to select interviewees, conduct 
the interview or facilitate the exchange of information between professionals 
and community people, record and analyse the information correctly (Cernea 
1992). As noted above, those who have been trained in bio-medical constructs 
have been trained to investigate information in quantitative terms. They must 
learn both to value qualitative data and to use these methods. In addition, they 
must learn to acquire skills and cultivate attitudes which give recognition to 
information provided by non-professional people. Skills for eliciting informa- 
tion and for ‘hearing’ what people say are crucial. Attitudes which value local 
knowledge and enable interviewers to constantly examine their own behaviour 
and correct actions which stop communication are also critical in this exercise. 
Health professionals have not been known to exhibit these skills and attitudes 
in profusion in the past. Without proper training, the information collected is 
open to bias. 

Bias is a second potential weakness of the techniques. It is a problem in all 
types of information collection. In qualitative inquiry on which RRA is based, 
information can be biased by inaccuracy because, for example, of researchers’ 
failure to carefully record information, and to acknowledge limitations of the 
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data collection and/or not cross check information through triangulation. Bias 
can be a result of representativeness where key informants are chosen from 
groups which share similar views about a problem and not offset with 
informants who might, because of a different situation, have a different view 
(i.e. interviewing only informants who are officials and not those who have no 
official post). It also might come from cultural inappropriateness where 
interviews do not use acceptable means to allow valid answers (i.e. asking 
people to recall numbers of medications used in a non-numerate society). Or 
bias might result from the interviewers’ own subjectivity where what is heard is 
what the interviewer wants to hear. In the context of data analysis, it can emerge 
from manipulating data to support a view which is held, possibly for emotional 
reasons, by the researcher. 

In terms of the managerial process the approach has made two important 
contributions. Firstly, it provides guidelines for data collection which can be 
managed by a planning team rather than hiring enumerators to collect 
information. In addition, as managers have done their own collection and 
shared information among each other and with the community, they are fully 
involved in the whole planning process. 

Secondly, the approach has proved a useful step in the planning process 
when community participation is a programme objective. These appraisals give 
an entry point for a dialogue between managers and community. A framework 
is provided in which problems can be identified and responsibility for actions 
can be shared. It has been widely used in this way in both needs assessment and 
monitoring and evaluation of projects. In addition, following upon this, the 
approach focuses on the issue of participation and empowerment. It establishes 
channels of communication and mechanisms for action which recognize a role 
for beneficiaries and specifically involves them in the process of information 
collection and use. 

However, as a means for pursuing the objective of community participation, 
experience has again shown the approach can also weaken the objectives. One 
problem focuses on the process of data collection. Although the principle of 
participation in data collection is fundamental to the process, in reality the 
process is dominated by professionals. Though community people are involved, 
the conceptual framework, the identification of data needed and the analysis 
still remains mainly in the hands of the professionals. The learning process is a 
two-way channel. Health professionals learn what community people think is 
important and how to gather and conceptualize that information. As a result, 
professionals rarely learn how communities conceptualize information and how 
then this information is gathered. 

A second problem revolves around how the information is used. 
Professionals still have training, opportunities and access to resources for 
which this information is necessary. While the community might ‘own’ the 
information, its application is usually decided upon by others. Learning how to 
use these techniques can help to gain some control for community people but it 
is a long, difficult struggle. To date, the methodologies or techniques have not 
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developed mechanisms to insure all those involved in the data collection 
process have equally important roles in the decisions about data use. 


Vil CONCLUSION 


To summarize, we can say that the RRA approach to community health needs 
assessment in particular and to health planning and management in general is 
making the following contributions. Firstly, it is contributing to methodological 
development in the field. On the theoretical level, we have described the 
challenge that RRA has placed before the research community by articulating a 
new paradigm. This paradigm stresses methodological pluralism, a continuous 
learning and adaptation process and the exercise of professional judgement 
concerning the data (Chambers 1992a). In the health field, it challenges the 
supremacy of the bio-medical model with its sole reliance on quantitative data 
and seeks to carve a place for cultural and individual interpretations and 
explanations of universal phenomenon as disease and death. 

On the practical level, its contribution to seeking improved ways for 
obtaining in-depth and unforeseen information has already been discussed. 
While that information for the present is contextually specific, it is contributing 
to ideas about more generalized principles. In addition, the approach has 
opened up new opportunities for seeking ways of integrating qualitative and 
quantitative methods providing opportunities to obtain better information and 
thus, better planning outcomes. 

Secondly, the contribution of RRA lies in programme implementation. It 
comes through exploring the importance of recognizing and developing a 
learning process in order that the quality of community information can be 
improved and that concrete ways of involving community people can be 
developed. This process is already beginning to identify new relationships 
between development sectors, among professionals who work on multisectoral 
teams and between professionals and community beneficiaries. The experiences 
are beginning to sensitize planners both to be more responsive to the 
community by seeking solutions which are not always based on a linear 
analysis and to encourage planners to look at problems from an iterative, more 
flexible point of view. 

We began this article by saying that the main attraction of RRA to health 
planners and managers is in their perceived promise of providing quality 
information, quickly without a large commitment of money and professional 
time. We can conclude by asking is the approach really rapid? Evidence 
suggests that it is rapid in comparison to alternatives. Because Rapid Appraisal 
collects a limited amount of information in a limited amount of time, time spent 
on data collection and analysis is accordingly reduced. However, it is not rapid 
if the problems of lack of careful preparation including training are to be 
successfully overcome. 

In terms of the use and value of information, therefore, we might suggest on 
the evidence given above that the contribution of the RRA approach is best 
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understood, not merely as a means of getting good information rapidly on 
which to base the planning process but rather as an integral part of the process 
itself. In this context, the quality of information can be seen in a different light. 
Information gathering and analysis is recognized as iterative whereby the 
quality of information increases as trust and credibility is established between 
health providers and the community. It improves as more information becomes 
available through the experience of implementing programmes and as planners 
become more comfortable and experienced with qualitative techniques. In 
addition, the means by which information is collected and analysed establishes 
mechanisms to begin and develop a role for community people in the planning 
process. 

Health planners and managers must and will continue to seek ways of 
dealing with information for needs assessment. Rapid and participatory 
appraisals offer attractive alternatives to long, expensive and often badly 
designed longitudinal surveys. The use and value of these assessments will 
improve as experience improves the quality of information they provide and 
the use to which the information is put. This, in turn, will depend on a changing 
attitude of health professionals toward the use of qualitative information and 
the role of community people in health planning. 
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PUBLIC MANAGEMENT 


RESOURCE ACCOUNTING AND BUDGETING: 
THE NEW ZEALAND EXPERIENCE 


JUNE PALLOT AND IAN BALL 


Contributions by Likierman, Heald and Georgiou, and Wright to the symposium on 
Resource Accounting and Budgeting (RAB) (Public Administration, winter 1995) 
identify a number of issues meriting further debate. While the adoption of 
resource accounting (RA) in the interests of better management of departmental 
resources seems well accepted internationally and in the UK, there appears to 
be greater hesitation about appropriating on a full accruals basis. (Likierman 
[pp. 563-4] provides a definition of accrual accounting for the benefit of non- 
accountants.) Further, as noted in the parliamentary response to the UK Green 
Paper on RAB and discussed by Heald and Georgiou, there is an issue about 
where to draw the departmental boundary and a linked question about the 
desirability and practicality of producing whole-of-government accounts. 
Wright (p. 586) raises questions about how a resource-based Public Expenditure 
Survey (PES) is going to help ministers collectively to determine priorities 
among competing departmental programmes. Finally, in contemplating any 
change, those affected are bound to seek assurance that the proposed changes 
will indeed bring about the proclaimed benefits; in the case of RAB, ‘more 
efficient government’ and ‘enhanced public accountability’ (Symposium, 
p. 561). 

Likierman (p. 567) observes that New Zealand is often quoted as having gone 
furthest in implementing new ideas in public management, particularly in the 
field of planning and reporting on an accruals basis, and is the only country to 
have introduced accruals-based budgeting. Heald and Georgiou (p. 576) make 
reference to New Zealand’s whole-of-government financial statements while 
Wright (p. 584) alludes to its system of capital charging. Understandably, none 
of the authors had the space to explain further what has actually taken place in 
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New Zealand. This article aims to contribute to discussions about RAB by 
explaining the reasons behind the approach taken in New Zealand, assessing its 
impacts and sharing some of the lessons learned to date. 


OVERVIEW OF RAB IN NEW ZEALAND 


Attempts to reform financial management in New Zealand government are not 
new. They can be found at least as far back as the recommendations of a 
Treasury review team in 1967 which resulted in the structuring of planning and 
forecasting systems, management information, and the estimates according to 
programme budgeting principles. The early 1980s saw a commitment by the 
New Zealand Society of Accountants to accrual accounting and non-financial 
performance information for the public sector as well as a series of ad hoc 
management initiatives in central government (Pallot 1991). Aspects of RAB 
were introduced in various parts of the public sector, particularly trading 
activities, although there was little consistency in approach or in the 
commitment of departmental heads to financial management. 

Radical reform of the core public sector began in 1986 with the 
corporatization of a number of state trading activities. The accountability and 
management principles underpinning the State Owned Enterprises Act 1986 
were transferred to central government departments via two mutually 
reinforcing pieces of legislation: the State Sector Act 1988 and the Public 
Finance Act (PFA) 1989 (see Scott et al. 1990; Boston et al. 1991; McCulloch and 
Ball 1992). The PFA, in redefining the appropriation process and establishing 
reporting requirements for departments and the government as a whole (the 
‘Crown’), gave effect to RAB in central government. Departments and the Crown 
are now required to adopt generally accepted accounting practice (GAAP) which 
in New Zealand is established by an independent Accounting Standards 
Review Board and is common to the public and private sectors. The PFA also 
removed many centralized controls over day-to-day administration, gave 
departments their own bank accounts to manage and made chief executives 
responsible for departmental financial management. 

By July 1991, all departments were budgeting, reporting and receiving 
appropriations on a full accruals basis. The improved information about assets 
made it possible for the Treasury to introduce a capital charging regime across 
all departments with the aims of, firstly, ensuring comparability of costs 
between departmental and external producers of goods and services and, 
secondly, assisting departmental managers in making decisions about trade-offs 
between alternative types of resources or the disposal of surplus assets 
(McCulloch 1992). In 1992 New Zealand produced its first combined financial 
statements on a full accruals basis. The 1992 Crown financial statements 
covered government departments, offices of Parliament (for example, the Office 
of the Ombudsman, Office of the Auditor-General) and the Reserve Bank. The 
Crown reporting entity was extended in 1993 to include all entities ‘owned’ by 
the Crown of which there are approximately 3,000 ranging from large state 
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enterprises to small primary schools. Reforms to the whole-of-government 
budget process were introduced through the Fiscal Responsibility Act 
1994,which requires governments to state their financial objectives and report 
progress towards achieving those objectives on an accruals basis. 

The remainder of this article discusses aspects of RAB in New Zealand which 
are particularly relevant to the current debate in the UK: appropriations, 
financial statements, budgeting and collective strategy. While the underlying 
principles common to RAB in both individual government departments and the 
whole of government will be outlined, the focus will be primarily on the latter 
for two reasons. First, RAB within individual government departments has been 
described extensively elsewhere (for example, Pallot 1991; McCulloch and Ball 
1992; Boston 1993; Ball 1994), whereas RAB for the government as a whole is a 
more recent development. Second, there seems to be more hesitancy about the 
desirability of RAB, and more unresolved issues (such as collective priority- 
setting), at the whole-of-government level. 


APPROPRIATIONS 


Likierman (p. 570) concludes that ‘Parliament needs to consider the 
introduction of resource-based estimates and the review of financial informa- 
tion presented to Parliament provides an excellent opportunity for addressing 
important issues in public reporting’. In New Zealand, appropriations were 
central to the design of the RAB framework from the outset. While public fina. ce 
is important in macro-economic management and in the day-to-day running of 
governments, it never ceases to be a matter of fundamental constitutional 
significance. Numerous histories attest to ‘the power of the purse’ in 
establishing parliamentary sovereignty. While there can be questions about 
the extent to which ‘traditional notions of democracy, accountability and 
parliamentary sovereignty’ Jordan and Richardson 1987, p. 288) conform to 
reality, New Zealand considered the normative version of the constitution to be 
a useful framework within which to start redesigning practice: “The extent to 
which that constitution enables the preferences of the electorate to be 
transformed into action, and the strength of accountability of the Government 
and Parliament for that action will be a determining factor shaping the nature of 
administration’ (Treasury 1987, p. 51). 

Accordingly, a clearer specification of the accountability relationships in 
government and of the purposes for which Parliament appropriates funds were 
crucial elements in establishing the new management system for central 
government. Parliament was viewed as having two main interests around 
which the system of appropriations and the accountability framework were 
developed. 

The first type of financial concern is a purchase interest in outputs; that is, the 
goods and services produced by governmental and non-governmental bodies. 
In contrast to the UK, operational agencies have been separated from policy 
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agencies rather than being included under the wing of a policy department. 
Outputs range from policy advice and administration of regulations or transfer 
payments to specialist services such as school curriculum delivery or prison 
management. Ministers are now held accountable for the quantity, quality and 
cost of outputs while the government as a whole is held accountable for 
outcomes and for the selection of outputs to achieve those outcomes. 

Select committees of Parliament hold each minister accountable for 
performance in respect of each vote for which the minister is responsible; that 
is, for both departmental and non-departmental expenditure of taxpayer funds 
within the vote area designated in the estimates. The minister is responsible for 
establishing agreements with departmental chief executives for the purchase of 
outputs to be supplied by the department and for monitoring actual delivery of 
outputs against the agreement. Negotiation and monitoring of purchase 
agreements with non-departmental bodies (whether in the public or private 
sectors) may be carried out by the minister directly or be delegated in a 
department. 

The second type of financial concern is an ownership interest which normally 
has a longer term perspective than purchase agreements. Here the government 
is viewed (conceptually, rather than in the strict legal sense) as owner on behalf 
of the public at large. The reasons for government ownership vary but include: 
the need to control fundamental processes of government (for example, justice, 
taxation), the need for guaranteed supply of specialized services (for example, 
policy advice, national statistics, maintenance of a defence force) and the need 
to protect the public interest (for example, management of the conservation 
estate). The financial aspect of the ownership interest is usually some form of 
taxpayer investment in assets; the associated concerns relate to allocation of 
capital, maintaining the capacity to perform in the future and managing the 
risks associated with ownership. 

It is in light of the purchase and ownership interests involved in the 
appropriation process that the real significance of RAB can be seen. Accrual- 
based information is needed if Parliament is to know the full costs of outputs to 
be purchased and if relevant comparisons are to be made with private sector 
suppliers. Information on assets and liabilities, which accrual accounting 
provides, is needed to monitor the ownership interest. It is because of its 
constitutional significance, and the consequent need to obtain parliamentary 
consent, that RAB was considered to be a matter for legislation in the form of a 
new PFA. 


RESOURCE ACCOUNTING FOR THE WHOLE OF GOVERNMENT 


In New Zealand, it seemed that once resource accounting (RA) had been 
introduced in departments it was a natural and relatively small step to produce 
combined statements for the whole of government. Indeed, the production of 
such statements was anticipated from the outset and dates for their introduction 
were specified in the Public Finance Act 1989. The arguments for the whole of 
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government financial statements had been identified in overseas research. For 
example, the Federal Government Reporting Study (FGRS) carried out by the 
United States and Canada (Dye and Bowsher 1987) surveyed a range of 
potential users of governmental reports. These users (ranging from politicians, 
citizens and the media to financial institutions, economists and analysts) 
expressed the need for concise summary annual reports which provided an 
overview of the financial position and operating results of the federal 
government in a co-ordinated presentation. Such reports, the FGRS argued, 
could assist users in demanding accountability for actual results by comparison 
with earlier projections or budgets and provide a common database for analysis 
and for developing and debating policy decisions. Concerns about financial 
reporting by governments had also been expressed by economists (for example, 
Oxley et al. 1990; Blejer and Cheasty 1991) who argued that cash-based fiscal 
indicators failed to portray the sustainability of government policies. 
Accordingly, New Zealand budget tables moved away from cash-based deficit 
figures by removing proceeds from asset sales from the calculations of 
revenues. 

The new Crown financial statements include much more than the operating 
statement, statement of financial position (balance sheet) and statement of 
cashflows produced by private sector companies. They also require more 
detailed information about actual and potential liabilities in the form of a 
statement of borrowings, a statement of commitments and a statement of 
contingent liabilities (both quantifiable and non-quantifiable). These statements 
help address some of the concerns Heald and Georgiou have about reporting of 
liabilities in the UK. Other information specifically required by the legislation 
includes a statement of unappropriated expenditure or costs incurred, a 
statement of emergency expenditure or costs incurred and a statement of trust 
money held by the Crown. In addition to information required by legislation, 
the Crown financial statements typically include detailed notes to the accounts 
and extensive plain language commentary on the statements and on the results 
for the year. The commentary is accompanied by graphs, charts, appendices and 
references to other sources of information. 


Defining the government reporting entity 

As Heald and Georgiou point out, the private sector consolidates all companies 
controlled directly or indirectly by the parent in order to present a 
comprehensive view of the activities of the group as a whole and to prevent 
manipulation of the reported financial position and results through off-balance 
sheet financing and income smoothing. They argue that the issue of control is 
equally crucial in government. In developing whole-of-government financial 
statements, New Zealand considered the various forms of control exerted by 
government including ownership, purchase and regulation. Regulation and 
purchase were rejected as criteria for including entities in the Crown financial 
statements as they could result in the inclusion of organizations which were 
clearly in the private sector (for example, all companies fall under the 
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Companies Act) or result in conflicts between criteria and double counting (for 
example, an entity which had the government as its major customer might end 
up being consolidated with government under a purchase criterion and 
included again in the private sector under an ownership criterion). Given the 
importance of the information produced under RA in macro-economic 
management and in monitoring the ownership interest, the crucial question 
was what notion of control is relevant to assessing future capacity, financial 
risks and the long-run effects of purchase decisions. Accordingly, entities were 
deemed to be controlled by the government, and therefore included in the 
whole-of-government financial statements, if the government had: 


e ownership of a majority of the voting shares: or 

ə power to dismiss a majority of the members of the governing body or the 
chief executive and put in place a governing body or chief executive 
primarily responsible to the Crown; or 

e an expectation that any residual liabilities other than pursuant to a 
guarantee would be assumed; or 

e a determination from Parliament that an entity is Crown-owned. 


As in the UK, there existed a myriad of governmental and quasi- 
governmental bodies which had been established for a variety of historical 
reasons and which operated under a multiplicity of statutes and regulations. 
Producing Crown financial statements therefore required a comprehensive 
review of all this legislation in order to clarify the nature of the relationships 
between each of these entities and the Crown. For example, universities are 
legally autonomous bodies rather than being owned by the Crown. However, 
because the Crown has for the most part financed the assets and bears the 
financial risks associated with the universities, it was considered appropriate to 
include them in the Crown reporting entity. Local authorities, by contrast, were 
excluded under the criteria (furthermore, local government in New Zealand 
receives almost no funding from central government other than for roads). To 
avoid ambiguity, the entities which are to be included in the Crown reporting 
entity are listed in schedules to the PFA. 


RESOURCE BUDGETING FOR THE WHOLE OF GOVERNMENT 


From 1991, New Zealand started to emerge from its fiscal crisis and began to 
think more about the medium to long term. The impending introduction of 
mixed member proportional representation (MMP), as a result of a referendum 
held during the 1993 general election, created further incentives to reform the 
budget process. Concern had been expressed that loosely bound governments 
under MMP might be less able to resist temptation to adopt short-term fiscal 
strategies which were inconsistent with longer-term goals (Richardson 1994). 
Reforms to the budget process were introduced through the Fiscal 
Responsibility Act 1994. This Act requires governments to state their fiscal 
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objectives and report progress towards achieving those objectives in the belief 
that this will ‘encourage the Government to take a longer-term perspective to 
fiscal management’ (Treasury 1994, p.5.). Furthermore, the improved informa- 
tion should allow better and more focused debate about fiscal policy. The idea is 
that a government will find deviations from good fiscal management more 
difficult if it has to report, explain and justify any such deviations. 

Rather than setting mandatory fiscal targets, which overseas experience 
suggested might merely result in window dressing or disputes about reporting 
rules, the Act sets out principles of responsible fiscal management. These are: 


(1) Reducing Crown debt to prudent levels by achieving operating 
surpluses every year until a prudent level of debt has been attained. 
The legislation does not define or prescribe what is meant by a ‘prudent 
level of debt’. Rather, it is left to each government to determine, and 
justify to the public, what it considers ‘prudent ’ and ‘reasonable’; 

(2) Maintaining total Crown debt at a prudent level by ensuring that on 
average operating expenses of the Crown do not exceed operating 
revenue; 

(3) Achieving and maintaining levels of Crown net worth that provide a 
buffer against adverse future events; 

(4) Prudent management of the fiscal risks facing the Crown; 

(5) The pursuit of policies consistent with a reasonable degree of 
predicability about the level and stability of tax rates for the future. 


Any departure from the above five principles must be both transparent and 
temporary. 
The reports required by the Act include: 


(1) A budget policy statement setting out long-term objectives for fiscal policy, 
broad strategic priorities for the budget and fiscal intentions. The 
government must assess whether these are consistent with the principles 
of responsible fiscal management and previous budget policy state- 
ments, disclosing and explaining any departure from them. The budget 
policy statement must be published by 31 March; i.e. prior to resolution 
of the detailed budget allocations. 

(2) Economic and fiscal updates, containing economic and fiscal forecasts for 
the current year and each of the following two financial years. Each 
economic and fiscal update must be accompanied by a statement of 
responsibility signed by the Minister of Finance and the Secretary to the 
Treasury. Economic information provided includes forecasts of move- 
ments in GDP, consumer prices, the current account position of the 
balance of payments and a description of all significant underlying 
assumptions. The fiscal updates comprise forecast Crown financial 
statements, in the same format as the ex post statements, together with 
details of all significant underlying assumptions and must be produced 
at the time the Budget is prepared and in December and March of each 
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year. Economic and fiscal updates must also be produced between 42 
and 28 days before a general election. 

(3) A fiscal strategy report, containing projections in total revenue, 
expenditure, debt and net worth over the next ten years, and assessing 
whether the trends and updates are consistent with the budget policy 
statement. 


In tandem with the Fiscal Responsibility Act, amendments were made to the 
PFA to provide comparative and more timely information for accountability and 
decision making. The amendments moved non-departmental appropriations to 
an accruals basis following what had been the practice for departmental 
appropriations since 1989. The amendments also introduced a more complete 
and consistent format for the Estimates and a requirement for accrual-based 
Crown financial statements to be published monthly. The publication of 
monthly Crown financial statements ensures that continuous attention is paid 
to the fiscal position. 

Both forecast information and subsequent reporting must be in accordance 
with generally accepted accounting practice (GAAP) established by an 
independent body under the Financial Reporting Act 1993. In most countries 
the government is reluctant to give away the power to choose its own 
accounting rules. The New Zealand government, by contrast, saw value in 
committing itself and future governments to a regime in which their fiscal plans 
were as transparent as possible. Transparency would be diminished, however, if 
governments could manipulate accounting policies. Those politicians who had 
worked hard to bring public expenditure under control (in particular, Ruth 
Richardson, Minister of Finance 1990-93) were naturally keen to prevent the 
gains achieved being squandered by their successors. 


COLLECTIVE STRATEGY 


Wright (p.586) is concerned that ‘it is unclear how a resource-based PES would 
help ministers collectively to make better informed choices’. In 1991 the New 
Zealand government appointed a steering group, chaired by IBM chief executive 
Basil Logan, to review the state sector reforms. The Logan report drew attention 
to the importance of collective strategy. Some ministers considered that the 
reforms had adversely affected elements of the collective interest (such as the 
co-ordination of policy advice, support for collective decision making and 
efficient resource management) and advocated greater collegiality among chief 
executives as a means of redress. There was a perception within the public 
service that the reforms, particularly with their hierarchical accountability 
relationships, had strengthened vertical rather than horizontal links. Con- 
tracting-out to a host of single-purpose entities in a competitive market (see 
Boston et al. 1996, ch. 4) seemed to further encourage fragmentation rather than 
interdependence. Heald and Georgiou have a similar concern about fragmenta- 
tion in the UK. 
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"Chief executives emphasized the constitutional responsibilities of Cabinet 
and ministers to provide leadership and strategy. While the reforms had 
presumed the government would have an agreed set of priorities in the form of 
policy goals or outcomes which would guide collective action on output 
purchases, many public servants felt that Cabinet had not developed, or had not 
articulated, an integrated view of ultimate policy goals. In the absence of a clear 
statement of the government's strategy, it was difficult for individual ministers 
to specify outcomes. The Logan report recognized that the budget process was a 
comprehensive look at the government’s priorities and a central expression of 
Cabinet's collective responsibility but acknowledged that much government 
strategy was done in conditions of secrecy and haste which placed genuinely 
strategic thinking under pressure and was not conducive to good decision 
making (Logan 1991, pp. 47-50). 

The introduction of a formal strategic phase, culminating in the production of 
a budget policy statement openly discussed prior to the drawing up of the 
budget itself, is an important new initiative in whole-of-government priority- 
setting. It has been complemented by a new framework for strategic decision 
making which requires ministers, individually and collectively, to be explicit 
about their priorities and to translate the government’s broad vision statements 
into specific strategies to be pursued by the public service in major areas of 
social policy (for example, economic growth, enterprise and innovation, 
education, community security, social assistance, protecting the environment). 
These Strategic Result Areas (SRAs) are linked to the Key Result Areas specified 
in the performance agreements between chief executives of departments and 
ministers. They therefore cease to be vague political statements and become an 
integral part of the accountability system and, hence, the way departments 
actually operate. The SRAs for the following 3-5 years are established in 
discussions between ministers and officials and agreed to by the Cabinet as a 
whole at a full-day strategic planning retreat held about three months into the 
current financial year. Finalized SRAs are released to the public at the same time 
as the budget policy statement, the first occasion being in March 1995. The SRA 
approach is currently at an early stage and is expected to evolve over time. 


EVALUATION 


Given that the introduction of RAB is likely to require a considerable investment 
of time and resources, is there any evidence from New Zealand that the benefits 
promised by the proponents of RAB are likely to materialize? In his foreword to 
the White Paper, the Chancellor of the Exchequer states that the introduction of 
RAB provides the opportunity ‘to make better informed decisions about overall 
public spending priorities within the context of the Government's macro- 
economic objectives’ The symposium identifies ‘more efficient government’ and 
‘enhanced public accountability’ as expected benefits. Accordingly, relevant 
questions to ask about the New Zealand experience are what has happened to 
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information priority setting, the efficiency of departments, overall fiscal control 
and public accountability. 

There are a number of difficulties in obtaining ‘hard’ evidence on the success, 
or otherwise, of RAB in New Zealand. First, for some of the changes (such as the 
Fiscal Responsibility Act and the SRA framework) which are recent and 
intended to address the longer term, it is simply too early to evaluate their 
impact. Second, it is impossible to obtain consistent trend data on public 
expenditure amid radical restructuring and changes to the bases of 
measurement; indeed one of the objectives of RAB is to overcome deficiencies 
in information previously available. In many cases there is no clear benchmark 
or counterfactual against which the policies can be assessed, yet the costs of not 
changing the accounting and budgeting system may be as relevant a question as 
the costs of changing to RAB. 

Third, RAB formed part of a much wider public management reform. Most 
departments have been restructured, have different responsibilities and operate 
in a radically different personnel and industrial relations environment. Thus 
improvements in the efficiency and effectiveness of departments, even if they 
could be measured, cannot be attributed to RAB alone. What ‘hard’ evidence has 
been collected has been favourable. For example, Morris (1995) identifies 
savings of around NZ$31 million a year in interest costs through the use of 
supplier credit and improved utilization of cash plus unquantified savings in 
bank fees from more efficient transaction processing. (By way of comparison, 
the 1995 appropriation to the Audit Office for conducting value for money and 
special studies, writing and printing reports to Parliament, advising select 
committees, assisting taxpayers and ratepayers, and operating the Controller 
function was NZ$3-54 million.) 

At the whole-of-government level, it is even more difficult to isolate the 
effects of RAB from the effects of wider economic reforms such as deregulation, 
the removal of subsidies and tariffs and tax reforms. New Zealand’s overall 
economic performance has improved significantly in the 1990s with growth 
rates in the 4-5 per cent range, low inflation and falling unemployment. Public 
expenditure fell as a proportion of GDP from over 40 per cent to around 35 per 
cent in 1995. While new systems of financial management in government may 
have made some positive contribution, it is impossible to demonstrate any 
causal link to aggregate public expenditure, let alone wider economic 
improvements. 

Soft evidence, on the other hand, has been somewhat easier to obtain. There 
have been a number of studies by academics, consultants, central agencies, the 
Audit Office, government-appointed working parties and overseas observers 
(for example, Logan 1991; Boston et al. 1991; Price Waterhouse 1993; Audit 
Office 1994; Canadian Audit Office 1995). These reports rely heavily on the 
opinions of ministers, senior officials and key players in the reforms. They 
heartily welcomed RAB. Managers and politicians on the whole share the view 
that the specification of outputs has been improving progressively with the 
result that objectives are clearer, expenditure is better targeted, and 
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transparency is enhanced. While the views of operational managers and those 
displaced from the Public Service have not been canvassed to the same degree, 
there does not seem to be any support at any level for a return to cash 
accounting and input controls. 

Current views on the success or otherwise of RAB are probably best summed 
up in the 1994 Audit Office report on the financial management reforms. 
Interviews with a selection of ministers, members of parliament, chief executive 
officers, chief financial officers and operational managers confirmed that they 
believed that financial management reforms have improved the way that 
central government operates although some work remains to be done (Audit 
Office 1994). The Audit Office identified the following areas of concern: 


e The adequacy of contracting, monitoring and accountability arrangements 
for benefits and outputs supplied by parties other than departments, given 
that these represent a large and increasing proportion of Parliament's 
appropriations. 

e The appropriateness of performance measures; in particular, the link 
between outputs, outcomes and strategic result areas. 

e Refinement of the incentives regime for resource management, including 
such issues as operation of the capital charge at lower levels of 
management and the effects of retaining surpluses on managerial 
motivation, on the one hand, and parliamentary control, on the other. 


At a more detailed level, the Audit Office has noted the degree of 
sophistication and accuracy in the application of cost allocation systems in 
departments, the nature and materiality of risks borne by the Crown through its 
ownership of Crown entities and consistency in the application of accounting 
policies across the central government sector as issues warranting further 
investigation (pp. 35-6). 

At the whole-of-government level, the range and clarity of information 
available has been enhanced dramatically. The set of financial statements now 
available to Parliament exceeds in comprehensiveness those provided by 
private sector companies. The shift to RA gives a much more complete picture of 
assets, liabilities, revenues and expenses, extending the range of information for 
assessing the government’s fiscal position and providing a better view of 
longer-term fiscal consequences of current decision making. Balance sheets 
make governments more likely to recognize, and less likely to pursue, strategies 
of high fiscal risk. RB for the whole of government has been introduced in a 
manner which enables actual performance to be compared against plan and the 
ownership interest to be monitored. Even if there could be doubts about the 
value of Crown financial statements by themselves, such scepticism is difficult 
to sustain when they are an integral part of an accountability cycle for the whole 
of government. Ultimately, however, accountability will depend on Parliament, 
select committees, and the public at large having the skills, time, resources and 
motivation to make use of the enhanced information now available. 
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Also of considerable value has been the process of producing Crown financial 
statements. Having to define the Crown reporting entity forced a close 
examination of accountability relationships and their clarification in legislation. 
Difficulties in deciding whether an entity was to be included in the whole of 
government reports were invariably found to stem from inadequately specified 
or confused relationships between entities and the Crown. Clarification of the 
relationships, an ongoing process, has resulted in significant improvements in 
accountability. 


LESSONS LEARNED 


Likierman quite rightly points out that ‘the developments in New Zealand and 
elsewhere cannot be used as parallels without some care’. Certainly, differences 
in the size of the government and in the support of politicians and senior 
officials will affect the speed with which new approaches can be implemented. 
Crucial, too, is the commitment to openness and transparency in the flow of 
information. Nonetheless, New Zealand’s system of government has been 
modelled closely on the British one and while there are differences in scale, 
many issues are of comparable complexity. As Likierman suggests, there are no 
conceptual reasons why the United Kingdom should not follow New Zealand 
in introducing whole-of-government budgeting and reporting on a full accruals 
basis and the Treasury and the NAO have taken up the suggestion of the 
Treasury and the Civil Service Select Committee to explore further. Accordingly, 
this article concludes with some thoughts about the New Zealand experience 
which other countries might wish to contemplate. 

First, after decades of ad hoc tinkering with financial management systems for 
central government, often leading to incomplete or inconsistent changes, New 
Zealand found it helpful to have a coherent framework of ideas to guide system 
design. No doubt earlier efforts in budgeting, costing, accounting and 
measuring performance helped a little in laying the ground for the post-1988 
financial management reforms. When the practices of accountants were 
combined with ideas drawn from agency theory and public choice (see Scott 
et al. 1990; Boston 1991), however, they assumed a new coherence and 
persuasive power, assisting the 1989 reforms to succeed where earlier attempts 
had failed. 

Second, appropriating and budgeting by outputs, rather than by aims, 
objectives or programmes, enables a more transparent targeting of expenditure. 
The principal advantage of budgeting by outputs is that it enables resources 
consumed to be related to services produced; that is, there is a relationship 
between outputs and costs. Where the particular department is responsible for 
producing a range of services, each with different cost structures, the budget for 
the department ought to be determined by reference to output production. If 
budgeting does not relate to outputs, it is difficult to establish a relationship 
between the result of the expenditure and the level of expenditure. While it is 
possible, though not necessarily straightforward, to assign input costs to 
outputs, it is normally impossible to assign output costs to outcomes. For 
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example, allocating the cost of repairing a road surface cannot be meaningfully 
allocated to outcomes like efficiency of transportation, passenger comfort, or 
accident frequency. 

Third, RAB is difficult to implement successfully unless integrated with 
changes in human resource management. One factor that deserves particular 
mention, given the doubts expressed by Heald and Georgiou (p. 578) about 
accounting expertise in the UK civil service, is the availability of financial skills. 
Under the State Sector Act 1988, chief executives in New Zealand gained the 
freedom to hire and fire staff, and to set remuneration rates as they see fit. So, 
the public sector could set competitive salaries and attract accountants from the 
commercial sector, thus increasing the pool of qualified staff available. The 
existence of a single professional body, with a single body of knowledge and a 
single set of accounting standards applied to all sectors, helped. 

Fourth, New Zealand found that a formal commitment to RA for the.Crown 
from the outset was helpful in implementing it within individual government 
departments. Knowing that there was to be a set of Crown financial statements 
clarified a number of conceptual issues related to the financial statements of 
departments. In particular, it enabled a distinction to be made between assets, 
liabilities, revenues and expenses of departments and those of the Crown. For 
example, national parks could be seen to belong to the Crown (and therefore to 
be reported in the Crown financial statements). The responsibility of the 
Department of Conservation was to manage those assets, not to own them, and 
it was therefore inappropriate for them to be reported in the department’s own 
balance sheet. Similarly, taxes collected by the Inland Revenue Department or 
benefits paid by the Department of Social Welfare were revenues and expenses 
of the Crown not of the departments. The task of implementing RA was 
therefore considerably simplified for departments as the more difficult 
accounting issues tended to be those concerning the Crown as a whole. Setting 
a deadline in legislation for the introduction of accrual-based Crown financial 
statements also had a tactical advantage in that each department felt, or was 
made to feel, that it had to successfully implement RA on time to avoid holding 
up the collective project. 

Fifth, much progress can be made simply by embarking on the process. Many 
of the changes looked harder in prospect than they turned out to be in 
implementation. For example, there seems to be hesitancy in the UK about 
auditing non-financial information. In New Zealand, the auditability of 
statements of service performance has been facilitated by the focus on outputs 
since they need to be specified clearly in performance agreements. The Audit 
Office is now exploring the possibility of providing assurance on the 
appropriateness of performance measures (Audit Office 1995, p. 16) an exercise 
which has itself been made possible by first establishing a level of comfort with 
the principle of auditing non-financial performance. Some accounting issues 
(for example, valuation of infrastructure and heritage assets, the reporting of 
future liabilities for welfare payments, the timing for recognition of taxation 
revenues) were difficult as there was virtually nothing in the way of established 
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practice for accrual accounting by sovereign governments (for a discussion see 
Audit Office 1993; Pallot 1994). While further work on these issues continues, 
the experience in New Zealand was that more progress was possible by making 
a start in the first place than by trying to solve all theoretical problems in 
advance. Operationally useful financial statements, even if theoretically impure, 
have long been accepted in the private sector. 

Finally, explicit attention needs to be given to mechanisms for collective 
strategizing. There is no guarantee that the introduction of RAB in individual 
departments will improve inter-departmental co-ordination and co-operation; 
in some instances it may even run counter to it. In the early stages of 
implementing the requirements of PFA, the focus was on clarifying relationships 
between individual ministers and their departments primarily in terms of the 
purchase interest rather than the ownership interest. Consequently, insufficient 
attention may have been paid to longer-term and cross-sectoral issues or to 
accountability of the government as a whole. The RAB initiatives at the whole-of- 
government level provide information for a more open and transparent budget 
process in which greater attention can be paid to managing ownership risks in 
the longer term. Particularly useful was the introduction of a strategic phase 
prior to, and separate from, the process of drawing up the budget in detail. This 
process of agreeing strategic result areas and developing a budget policy 
statement means that the budget ceases to be the de facto driver of strategy and 
key decisions are no longer made in secrecy and haste. 


CONCLUSION 


The New Zealand example serves to illustrate that RAB is not a matter of 
technical financial issues in isolation. Neither is accounting merely a neutral 
process of recording a pre-existing ‘reality’ instead, it can be used in an active 
shaping of that reality (Hopwood 1984). The New Zealand reforms recognized 
(indeed assumed and required) that different information would generate 
different decisions. Likierman points out differences between New Zealand and 
the UK including the relative complexity of the relationship between parts of 
the public sector, the nature of the relationship between the legislature and the 
executive, and the relationship between the scope of what is planned and 
controlled by government and what is voted by Parliament. Such differences 
exist partly because redefinition of such relationships was itself an integral part 
of the process of financial management reform in the New Zealand government. 
The process of introducing RAB in New Zealand was valuable not only for the 
improvements it brought about in decision making, budgeting, managing and 
reporting but for the opportunity, and rationale, it provided for clarifying 
relationships. 
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PRIME MINISTER, CABINET AND CORE EXECUTIVE 


R.A.W. Rhodes and Patrick Dunleavy 
Macmillan, 1995. 264pp. £13.99 


This is undoubtedly a good book, but it falls short of the transformation to a new 
analytical level to which it aspires. Rhodes suggests a focus on the core executive: Le. all 
those organizations, and procedures which co-ordinate central government policies, and act as 
final arbiters of conflict between different parts of the government machine. This seems close to 
Lee’s (1974) neglected but useful concept of ‘central capability’ or even a textbook argument 
that the cabinet system includes the Cabinet and other central institutions that try to 
provide central capability. 

Is there not an inevitable simplification when concepts successfully enter the currency of 
debate? Writing about iron triangles, Freeman and Stevens (1987) noted the development 
of ‘an exaggerated stereotyping’ which results in labels ‘more colourful and suggestive’ 
than intended; such popular ideas become ‘caricatures of the more sophisticated, and 
cautious, formulations of their originators’. So too with the PM government thesis? 

Rhodes echoes King’s (1985) argument that neither prime ministerialist nor cabinet 
government interpreters can marshal much by way of evidence. Perhaps this is not the 
difficulty. More realistically, the criticism should be that the PM and cabinet government 
versions are not mutually exclusive. Mackintosh (1962) explicitly denied exaggerated 
notions of the PM’s power. “The country is governed by the Prime Minister who leads, co- 
ordinates .... Some decisions are taken by the Prime Minister alone, some in consultation 
between him and Senior Ministers, while others are left to the head of Departments, the 
Cabinet, cabinet committees or permanent officials’. Crossman (1963) observed that, ‘no 
sane man would pretend that a British Prime Minister cannot by mismanagement or 
continuous lack of success undermine his position’. It might be that for the purposes of 
discussion one can set up a contrast between a crude prime ministerialist position and an 
unqualified cabinet model. But it is not the case that the advocates of these labels used 
them in such unsubtle ways. There is no good debate because both sides so carefully 
qualified their cases that they can subsume more empirical examples. 

In his contribution to the volume, Simon James claims that Mrs Thatcher made the 
study of cabinet government interesting again. A better claim for credit for that must 
surely belong to that generation of studies and diaries in the 1960s and early ’70s. To 
describe the work of Mackintosh as ‘presidentialist simplifications’ is a form of words that 
no wise critic would have made had the formidable Mackintosh been alive. 

Rhodes says that prime ministerial government is conventionally seen as the exertion of 
authority solely by the premier, or monocratic government. This raises the structure and 
composition of this kind of book. Arguably it would have been more satisfactory to recruit 
advocates to offer a best case version of the arguments. The book presents itself as loftily 
providing an overview of the debate, but in fact it ‘handbags’ the prime ministerial thesis 
with ‘Thatcher-like’ enthusiasm. Nonetheless while individual chapters (such as by James) 
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attack Mackintosh, the text confirms much of his case. James shows that from the 1960s 
onwards less business seems to be processed in Cabinet itself (p. 65). He portrays Cabinet 
as discursive rather than decisive. He accepts that PMs rig cabinet committees (p. 71). He 
quotes Donoughue’s remark that the Cabinet is a ‘King’s party’ (p. 72). He concedes few 
ministers would want to pick a fight with the PM (p. 77): that there are few ministers that 
Mrs Thatcher felt obliged to appoint (p. 78). He accepts that PMs are expected to lead 
(p. 79). 

Jones’ piece on the downfall of Thatcher argues that the event was determined by public 
opinion, House of Commons opinion, ‘but the mortal wound came from the cabinet, 
which rejected her’ (p. 87). One can readily concur that, Thatcher failed to pass the 
ultimate test of a party leader: to bring the party to electoral success’ (p. 93). It is less clear 
that this would not also have been a Mackintosh conclusion. Smith, Marsh and Richards 
conclude that Mrs Thatcher was limited in the extent to which she could intervene. That 
too would not have discomfited Mackintosh. 

This collection also stresses the importance of different ways of gathering information. 
(Lee usefully, as an illustration, qualifies the picture secured by Seldon about the Cabinet 
Office from interviews.) It claims that use of theory is vital. Writing on the Westland affair, 
Patrick Dunleavy reviews the contribution of four theoretical approaches. This shows why 
he would want to conduct the experiment, but the problem lies in adequately, and 
impartially, summarizing the competing theories. Moreover there is the usual tendency to 
let the case study inform us about the theories rather than vice versa. 

Thompson’s chapter on the ERM decision reflects high grade but conventional research. 
She deviates the main target of the book to ‘handbag’ a policy community approach which 
apparently is believed by some to normally predominate across all policy areas and all 
time periods. If she has found a policy community source that expects that the CBI would 
be consulted about a run on sterling it would be helpful to cite it — or else one might 
suspect a distorting over simplification .... 

The final chapters are presented to exhibit the merits of quantification. The first on PM 
answerability in the House admirably confronts arguments with data, but this is the sort 
of common-sense use of empirical information that dates back (most clearly) to Finer’s 
(1956) demolition of ministerial responsibility by a simple counting and classification of 
cases. The final chapter on cabinet committees is much more ambitious and much less 
convincing. As Dunleavy concedes the contrived ‘scores’ should not be ‘fetished’ as their 
value is ‘primarily heuristic’. 

The book concludes with a useful if necessarily selective guide by Rhodes to further 
reading. Better than the suggested dipping into the Crossman Diaries would be a look at 
the brief contribution by Crossman (aided by Mackintosh, 1972). Rhodes commends the 
Nigel Lawson (1992) memoirs as the best of those by Conservative ministers. That praise 
might not be exactly overwhelming and they can be given warmer endorsement. With 
Jock Bruce-Gardyne (1976), Lawson wrote a very respectable book and there is perhaps an 
important academic work from him in this area still to come. 


Grant Jordan i 
University of Aberdeen 
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THE BRITISH CIVIL SERVICE 


Robert Pyper 
Prentice Hall/Harvester Wheatsheaf, 1995. 206 pp. £9.99 


Students today have at their disposal a greater wealth of literature than ever before on the 
British civil service. Robert Pyper’s book is among the latest in a line of general texts 
stimulated by the changes of the last ten to fifteen years. Have these years really seen a 
fundamental transformation in Britain’s central state bureaucracy? Perhaps we must await 
the mature judgement of future generations. Still, there are good reasons for thinking that 
the reforms of the 1980s and 1990s have been highly significant. Pyper catalogues these 
changes which, he claims, have brought greater academic and popular interest to a subject 
previously perceived as dull and boring. One hopes that this view is widely shared! 
Certainly his contribution should help to serve the cause. 

The general theme here is the federalization of the civil service. Pyper keeps his distance 
from those who see a near total break-up of the civil service as a meaningful entity. What 
he describes is a ‘much looser federation of reasonably discrete organizational entities, 
each with its own ethos and subculture’ (p. 181). This is one of the conclusions from a 
series of sensibly arranged chapters. There are chapters on: the background and 
characteristics of Britain’s civil service; personnel matters, including recruitment, training 
and senior appointments; the size, shape and structure of the civil service; policy and 
decision-making, including the interaction between mandarins and ministers; implemen- 
tation and quality; Next Steps and accountability; secrecy and open government, 
incorporating an analysis of the Official Secrets Act 1989. There is the now almost 
obligatory chapter on Whitehall and Brussels, followed by some general concluding 
remarks. 


Pyper combines to good effect description with analysis, the latter always careful, 
balanced and dispassionate. He rightly cites the Plowden Report of 1961 as marking the 
beginning of the modern managerialist movement, though, as he also acknowledges, the 
managerialism of the 1980s and 1990s has been more than just another instalment of the 
1960s agenda. The advent and development of the Next Steps programme has 
undoubtedly been a major landmark. What is less certain is whether it has brought 
distinctly new dimensions (as Pyper thinks) as distinct from being the handmaiden 
through which otherwise inevitable changes had made their mark. Pyper sees the present 
concern for quality as having its origins in the private sector and as an example of 
American business philosophy. In the British civil service this has found its clearest 
expression in the Citizen’s Charter. Here Pyper hedges. The Citizen’s Charter is, he says, a 
positive step in enhancing external accountability but has also come to be another means 
of cutting costs. More generally, he notes a clear improvement in the internal accountability 
of civil servants but greater confusion in the broader framework of external accountability, 
especially in the relative responsibilities of senior officials and their ministers. As we all 
know, there has always been more than an element of hit and miss in the workings of 
ministerial responsibility. Pyper wisely enjoins us to treat with caution the statements 
made about ıt by politicians and pundits. Instead we should look to the lessons of case 
studies. But can we deduce from case studies anything more specific than that the 
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application of ministerial responsibility is shaped by the political climate of the moment? If 
the proclamations of politicians and pundits never found faithful expression in practical 
reality, they did at least provide something that seems now to be signally lacking - a 
standard to which it was thought behaviour should conform. 

There are a few specific quibbles. Pyper doubts whether Sir Warren Fisher or Sir 
Edward Bridges (heads of the civil service between 1919-39 and 1945-56 respectively) 
were ever faceless, anonymous figures — but they were surely never in the public eye like 
Sir Robin Butler and his immediate predecessors. Again, it rather misses the point to 
describe the Civil Service Commission of the nineteenth century as answering to the 
monarch rather than the Prime Minister, except as a rare technicality. These are minute 
bones to pick in a book which, as a general text, has many strengths. It lays issues on the 
table without forcing the reader to any particular conclusion. Chapters four and five are 
notable for linking the public policy literature with an institutional analysis of Whitehall. 
The discussion is consistently informative and stimulating, the prose style steady. AIl in all 
this little volume deserves praise and should hold its own among current competitors. 


Peter Barberis 
Manchester Metropolitan Untversity 


QUALITY IN PUBLIC SERVICES 


Lucy Gaster 
Open University Press, 1995. 149 pp. £13.99 


QUALITY IMPROVEMENT IN EUROPEAN PUBLIC SERVICES: 
CONCEPTS, CASES AND COMMENTARY 


Christopher Pollitt and Geert Bouckaert (eds.) 
Sage Publications, 1995. 190 pp. £12.95 


A postgraduate student commented in a recent examination script that in his experience 
(and he was one of the more mature of those who grace public management courses) the 
traditional civil service was neither civil nor service. Had it, he asked, been changed by the 
reforms of the past decade and if so, how? Perhaps, but he suspected that the influence of 
quality charters had been to improve civility without addressing ‘real’ service quality. 

This is more than one of those issues which can keep a seminar going for the statutory 
hour; it raises a genuine matter of substance. What exactly do we mean in theory and 
practice by the quality of public service? Beleaguered by BS-this and 8S-that, chastised by 
charters, and tormented by TQM the public service has not been short of prescription and 
blueprint. But what does it all mean and what are the management issues and the way 
forward? Although they are different in style and content, both these volumes go further 
than most in helping to answer these questions. As such they are welcome additions to the 
literature. 

Gaster’s preface begins with an engaging victim’s eye view of the world of public 
service quality and then describes an autobiographical journey through provider to 
observer. Not surprisingly, therefore, her first substantive questions (and chapters) are 
‘whose quality’ and ‘what quality’ rather than ‘how do we do quality?’ This reflects what is 
essentially a bottom-up view of the phenomenon, i.e. a perspective from the beneficiary or 
victim, but one which provides genuine insight for the producer. For the latter she is very 
clear on the technical, non-technical and service-setting dimensions of quality (the what, 
how and where) and on the way to combine them. She is also at pains to point out the 


© Blackwell Publishers Lid. 1996 


546 PUBLIC ADMINISTRATION 


difficulty conceptually and practically of distinguishing between the quality of a service 
and other characteristics such as equity or efficiency. But the strongest impression of these 
early chapters is the reality of quality as a negotiated order in which expectations, values 
and satisfactions are managed in a complex interrelationship. 

Her two chapters on the principles and practice of implementation display a healthy 
recognition of the need to pay attention to the gap between rhetoric and reality. It is in the 
second of these two chapters that she describes some of the programmes of quality (e.g. 
total quality management and customer care) and tools (quality workgroups and circles). 
Although these accounts are brief and concentrate on commentary, she portrays the 
techniques effectively as servants rather than masters of quality management. This is a 
theme reinforced by her penultimate chapters on standards and evaluation as well as in 
the conclusion. Issues such as the purposes of standard setting and the way measurement 
and monitoring fit into a quality policy are raised and addressed in a context of a series of 
choices about quality. These choices derive from the ends rather than the means of this 
policy. If in essence public service quality is not neutral but value based and characterized 
by complex relationships between producers and beneficiaries, then the management of 
quality is dependent on the context, stakeholders and choices inherent in the management 
process. 

But where is the evidence? If Gaster is strong on approach and elucidating the issues 
both for managers and for students, she is rather short on supporting empirical material. 
Surprisingly perhaps, especially as she contributes a case study to Pollitt and Bouckaert’s 
volume, there is no single chapter on quality management in action The text prefers to 
limit itself to citing examples (which the reader may or may not know much about) 
principally in local government. 

This is hardly a complaint one can make of Pollitt and Bouckaert. A collection of eight 
cases brought together within a conceptual framework and final commentary, the edition 
is one of a growing species of international collaborations. As an editor of two such 
collections I understand something of the difficulties, frustrations and ultimately the value 
of putting them together. It takes a particular blend of diplomacy and bloody-mindedness 
to succeed. The wonder is not that the projects have faults but that they are completed at 
all! 

This collection arises from seminars supported by the Economic and Social Research 
Council at the Centre for the Evaluation of Public Policy and Practice at Brunel University. 
As you would expect from these editors, there is not only an explication of a set of 
common questions on which the case studies are based but a series of pertinent 
observations. The cases themselves are inevitably a mixed bag. Three feature the UK 
{environmental services, health and police), with one each on France (Ministry of 
Equipment and France-Télécom), Germany (local government), Netherlands (Defence) 
and Sweden (higher education), and one genuine attempt at comparative study of quality 
management m British, Dutch and French higher education systems. Serendipity or a 
gentle but effective editing has contrived a fairly even standard and there 1s much that is 
new not least because we have so little empirical comparative material. That only one 
chapter employs a comparative approach matters less than it might in another volume 
because Pollitt and Bouckhaert have been at pains to set up the comparators and comment 
upon them ın their conclusions. 

The conclusions of both volumes are remarkably consistent. Although they may come 
as a shock to TQM and other quality fundamentalists, both emphasize the relativity of 
quality. They reveal not only a range of quality conceptualizations, but also the technical 
and organizational implications of the choice of concept. Moreover, in demonstrating the 
way interests are promoted and threatened by different quality initiatives, both reinforce 
the message of other recent texts (e.g. Kirkpatrick and Lucio’s edited volume on The 
Politics of Quality in the Public Sector) that the processes as well as the consequences are 
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also inherently political However, neither is destructive in tone. Rather, each seeks to 
focus on the reality rather than the discourse of quality management. 


Andrew Gray 
Untversity of Durham 


LEADERSHIP OF PUBLIC BUREAUCRACIES 


Larry D. Terry 
Sage Publications, 1995. 207 pp. £16.50 


This is a book about leadership in government bureaucracies in which Edmund Burke gets 
more references in the index than the fashionable gurus of the 1980s and 1990s, Peters and 
Waterman and Osborne and Gaebler, put together. It would be fair to say that Larry D. 
Terry's basic approach is essentially Burkean. He argues that public bureaucracies are 
‘national treasures’ whose integrity should be protected. Gradual, evolutionary change, 
improvements or reforms that preserve tradition are OK. But change for the sake of 
change should be avoided. Politicians, ‘policy wonks’ and theorists treating the 
bureaucracy as a laboratory for testing abstractly-conceived innovations under the guise 
of ‘improving government’ are dangerous because they threaten to undermine institutions 
central to the stability and cohesion of the US state and its constitutional order. 

Terry is seeking to develop a normative theory that legitimates the exercise of an active 
bureaucratic leadership in a democratic system. He assigns top-level administrators the 
role of ‘conservators’. Political appointees are merely the temporary custodians of 
governmental institutions. Bureaucratic leaders must, he says, be concerned for the 
enduring capabilities of government — its institutions, processes, and staff ~ and the values 
that underpin and support them. They must, of course, serve their political masters, who 
may want to change the organizations, functions and processes of government, but they 
also have a responsibility to be faithful to and preserve the distinctive values and 
principles of the public service. It is, Terry admits, a difficult balancing act. 

The argument is of course elaborated, defended and illustrated with many examples 
from the US scene. Terry develops a powerful and timely critique of the relevance to a 
public bureaucracy setting of the heroic conception of the entrepreneurial or 
transformative leader popularized in the 1980s. The guardianship role that he envisages 
for administrative ‘conservators’ is at odds with the idea of larger-than-life risk-takers 
Tipping-up established traditions and cultures and pushing through revolutionary 
organizational changes. 

In many ways, Terry’s book can be read as a counter-attack against the ‘reinventing 
government’ school. It is also a book that takes issue with the deeply rooted anti- 
bureaucracy tendency in American public discourse. In this context it may well be a ‘bold 
and courageous study’ as the blurb on the cover says. All the same, Professor Terry's 
critics may not be entirely convinced by that claim or by his arguments. The preservation 
of institutional mtegrity, he says, may be best understood by examining leadership in 
public bureaucracies from a historical perspective, looking at the evolution of institutions 
over long periods — but we do not actually get much in the way of historical background 
to back up his points, the examples tending to be very much of the here-and-now kind. To 
unkind eyes the administrative ‘conservator’ might look like a having-your-cake-and- 
eating-it concept: conservative, but not blindly resisting all change; innovating where 
necessary but building on tradition and not ‘breaking the frame’; ‘aggressively defending’ 
and agency’s mission, boundaries and resources but not being a bureaucratic imperialist; 
responsive to political leadership, but maintaining a vital degree of autonomy and 
independence. As a prescription for bureaucratic leadership, it can sound a little like 
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Goldilock’s porridge. Perhaps Terry describes rather than resolves the dilemmas of 
bureaucratic leadership. 

Much of the detail of the argument concerns the place and legitimacy of bureaucratic 
leadership in the American constitutional and political setting. But the book also has a 
wider relevance and value. British academics and public servants reeling from over a 
decade of permanent bureaucratic revolution will fairly casily ‘translate’ Terry’s thesis into 
a domestic idiom. The arguments in mid-‘90s Whitehall between managerial radicals and 
privatizers on the one hand, and ‘consolidators’ on the other, together with Sir Robin 
Butler’s espousal of the continuing importance of traditional pubhc service values, show 
that the notion of the administrative ‘conservator’ can travel across the Atlantic. However, 
perhaps the example of Whitehall in the Butler period also shows that ‘transformational’ 
effects (in terms of the scale and direction of organizational change) may co-exist with, and 
even be facilitated by, a ‘conservator’ style of leadership at the top of the bureaucracy, a 
situation that Terry does not allow for. In the end, if politicians want ‘frame-breaking’ 
institutional change in public bureaucracies badly enough, they will get it. Admunistrative 
‘conservators’ will in the long-run not be able to stop them, certainly if the political 
pressure is maintained over a period of time. They may be able to influence, modify or 
tone down reform initiatives. But if or when admirustrative ‘conservatorship’ turns into 
bureaucratic sabotage or resistance to democratic political control, it must forfeit 
Kevin Theakston 
University of Leeds 


THEORY AND METHODS OF POLITICAL SCIENCE 


David Marsh and Gerry Stoker 
Macmillan, 1995. 326pp. £12.99 


After years of neglect, political methodology is growing in importance in British political 
studies; the emphasis on methodological training by the Economic and Social Research 
Council attests to this fact. Accordingly, this edited volume is very welcome since it does 
an excellent job in introducing undergraduates to alternative approaches to political 
analysis. 

Gerry Stoker sets out the goals of the text in the introduction: ‘The aim of the book is to 
provide an overview and systematic assessment of the main theoretical and 
methodological issues involved in the study of politics’. It is divided into three sections, 
the first of which contains essays designed to give an overview of the field in question, the 
second aims to describe different methodological approaches to political analysis, and 
finally, the third section examines debates on the theory of the state. The book highlights 
the great diversity of political science. Altogether six different areas are examined: political 
behaviour, rational choice, normative theory, institutional analysis, feminism and 
discourse theory. 

In his introduction Stoker suggests that: ‘Political science demands logical coherence. 
This implies precise and clear definitions of key concepts and justified derivations’. In fact 
all of the approaches stray from this path to some extent, but it is clear that some stray a lot 
more than others. Rational choice, normative theory, institutional analysis and political 
behaviour all share a commitment to precise definition, logical argument, and in the latter 
two cases, to careful empirical measurement. This is less apparent in the case of feminism 
and discourse analysis. 

Jenny Chapman’s illuminating discussion of feminism, admits that it is rather in a 
ghetto in terms of mainstream political science. This is partly, no doubt the fault of male 
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political scientists who do not read as much of this literature as they should, but one can’t 
help feeling that it may also have something to do with the fact that there is no agreement 
among feminists about the precise meaning and significance of core concepts like gender. 
Furthermore, some feminist writers eschew systematic methods, which they equate with 
patriarchal, positive ideology, a position likely to be destructive of progress in the long 
run. Chapman does a good job in reviewing debates about the origins of gender 
differences, but these debates look beyond resolution at the present time. 

David Howarth in his review of discourse theory, freely admits that ‘While post- 
modernism has been influential in literature, philosophy and sociology, there is not much 
evidence of its deployment in fields of political theory and analysis’. His discussion 
highlights the internal contradictions of the approach rather well; discourse analysis 
claims to be relativistic (‘there is no natural closure or fixity of meaning’), which taken 
literally means that it is impossible, since one discourse cannot evaluate or critique 
another. To avoid this embarrassing problem, an appeal is made to the ‘failure of a 
particular form of rationality’ of a given discourse, to justify criticizing it. This makes a 
non-relativistic meta-discourse the arbiter of truth. 

The review of behaviouralism by David Sanders is excellent, and gives a concise, 
balanced analysis of ‘post-behaviouralist’ approaches to political science. Similarly, Hugh 
Ward’s discussion of rational choice is a lucid overview of the field, although he should 
have discussed the influential critique by Green and Shapiro. Finally, Rod Rhodes‘s 
overview of institutional approaches is very good, although I would have preferred 
greater coverage of the ‘new institutionalism’, aspects of which link directly to rational 
choice theory. 

The methodological section encompasses qualitative analysis, quantitative analysis, and 
comparative methodology. The review of quantitative methods by Bill Miller is 
particularly good, bringing out the strengths and weaknesses of quantitative modelling 
very well. There is also an article by Colin Hay on the structure and agency debate, which 
though interesting, does not fit very well in this section, since it is rather too narrow in 
scope. 

The main weakness of the text is in part three, which examines theories of state froma 
number of different perspectives. The analysis of the state is an important and interesting 
topic, but in this book it does little to illuminate the theoretical and methodological 
approaches introduced earlier. It would have been better to ask each of the contributors in 
part one, to select a published article which best illustrates their distinctive approach to 
political analysis; such an approach would make it a better student text. 

Overall, this is a very welcome book, and it has already been adopted as a key text in a 
third year course in political analysis at the University of Sheffield. 


Paul Whitely 
University of Sheffield 


JUDICIAL REVIEW: LAW AND PROCEDURE 


Richard Gordon 
Sweet & Maxwell, 1995. 365 pp. £42.00 


Richard Gordon has produced a second edition of this book ten years after the first edition 
and, the author says in his preface, judicial review has come a long way in this time. This is 
certainly true in terms of numbers: there were 1,169 applications for judicial review in 1985 
and 3,604 in 1995. It is partly this increase which has lead to a growing literature 
considering the impact of judicial review on the administration of public bodies. The 
difficulty, however, is that although a number of academics, practising lawyers and judges 
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have strong views about how effective judicial review can or should be in improving 
decision making by public bodies, there is precious little empirical evidence to support any 
particular standpoint. Against this uncertain backdrop another debate rages ~ how far 
judges should be prepared or allowed to step into the shoes of administrators and, 
effectively, make their decisions for them. Not surprisingly, there are a number of judges 
who favour an increasingly interventionist approach for judges. Others, most notably 
Lord Irvine the ‘shadow’ Lord Chancellor, feel that judges should adopt more of a ‘hands 
off’ approach, allow administrators to administrate and only become involved when the 
decision-making process has become truly unreasonable or perverse. 

Whoever 1s right, the figures cited above indicate that judicial review is an increasingly 
regular occurrence in lawyers’ diaries, and whether or not administrators are spurred into 
action by the appearance of judicial review ın their professional lives they certainly must 
have become more aware of its existence. 

Gordon’s volume confirms its position as the Rolls Royce of practitioners’ guides in this 
area, and the author is known as a walking encyclopaedia of public law knowledge. 
However, rather than bombard the reader with fruits of this knowledge, Gordon 
emphasizes that the aim of this book is to clarify the practice of judicial review and it is in 
this clarification function that the book’s main strengths lie. The unusual procedural rules 
are succinctly explained, the history of the Latin-named remedies such as certiorari and 
mandamus is explored, and the recent reforms of the court rules (which are at least partly 
responsible for the rise in the number of cases) are mapped out. Especially useful are 
selected highlights from the Law Commission’s 1994 report on judicial review procedures 
which are bound to form the bedrock for Lord Woolf's civil justice reforms in this area. 

In addition, Gordon has performed with erudition and clearsightedness the most 
difficult thing to do in a book on judicial review; that is to explain the grounds of 
challenge. He has done this not just in terms of Lord Diplock’s succinct but over-simple 
tripartite of ‘illegality, unreasonableness and procedural impropriety’ but has also 
explained the way the grounds overlap, given a flavour of how the courts will apply 
different remedies to different types of administrative situation, and anticipated how the 
existing grounds might be expanded to include new and developing grounds As Sir 
Thomas Bingham, now the Lord Chief Justice, states in a foreword, Gordon is 
‘experienced, discriminating and sophisticated, alive to potential pitfall, alert to the 
fault-lines in existing authority [and] intelligently critical’. 

In about a third of its length the book attempts the difficult task of encapsulating in a 
number of short chapters the application of judicial review in different casework areas: 
immigration, homelessness, civil liberties, and magistrates among them. One criticism that 
can be levelled at this approach is that it results in summaries that are too general to be of 
much use to the practitioner who will revert to the specialist texts on the various subject 
areas. However, the amount of space devoted to each area here ensures that the book acts 
as a useful entry point to each subject, and may well provide a sufficient overview for the 
non-lawyer reader. 

The collection of the texts of the various practice directions that have been produced 
over the years is useful for the lawyer (but perhaps not so much for the administrator). The 
provision of a detailed case study provides a useful precedent for the lawyer embarking 
on his or her first judicial review, and for non-lawyers examples of the legal documents 
could act as an aid to demystifying the legal process. 

For the sophisticated administrator who wants to know what his or her lawyer is using, 
or for the non-lawyer academic who needs to get a handle on the operation of judicial 
review, this book would be an intelligent purchase. 


Stephen Cragg 
Public Law Project, Institute of Adoanced Legal Studies, University of London 
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THEORIES OF URBAN POLITICS 


D. Judge, G. Stoker and H. Wolman (eds.) 
Sage Publications, 1995. 310 pp. £13.95 (paper), £40.00 (cloth) 


This book sets out to systematically discuss developments in theory in relation to urban 
political science. A star-studded cast has been assembled; the end product does not 
disappoint. The vast majority of the 14 contributions are excellent. There are now so many 
theories in use that it is increasingly difficult to evaluate their respective merits. The 
strength of this book is that it enables the reader to negotiate the maze (minefield?) with 
confidence. 

Following a crisp introduction the book is divided into four parts. Part one examines 
aspects of power, focusing upon pluralism, élitism and regime theory. The second part 
discusses the nature of public bureaucracy and the leadership role of officials. Part three 
focuses upon citizen involvement in urban politics while the final section contextualizes 
urban politics in terms of the social, economic and governmental environment in which it 
has to operate. The reality is, of course, that theories are frequently intermingled. They also 
change and develop over time — often as a result of refinement and modification from 
other theoretical perspectives. Matters such as these, along with the vexed issue of theories 
in a comparative perspective, are clearly addressed. By reviewing various theories and 
examining their application the text makes an invaluable contribution to the development 
of cross-national urban research. Such research needs conceptual and theoretical rigour if 
comparison is to advance beyond description into the realm of explanation. 

The essays by Judge (pluralism), Harding (élitism) and Stoker (regime theory) which 
comprise part one of the book exhibit a level of integration not often found in edited 
volumes. As Harding points out, the competing sides in the pluralist-¢litist debate use 
different methodologies to answer different questions about how power is conceived and 
measured. Regime theory, emerging in the mid-80s has, however, changed the focus of 
debate from ‘social control’ or ‘power over’ to ‘social production’ or ‘power to’. In a 
particularly stimulating chapter, Stoker shows how regime theory directs attention away 
from the ‘who mules’ question to the issue of how public purposes are accomplished and, 
more specifically, to how effective governing coalitions are constructed to achieve such 
purposes. Despite its relative infancy, Stoker is confident that regime theory has 
established a new agenda for researchers. 

Democracy is the general theme underpinning part two. Bryan Jones outlines an 
analytical model designed to discover how incentive structures can be modified ’ to 
encourage bureaucrats to adapt to proper objectives’ (p. 93). Clarence Stone’s essay on 
urban political leadership emphasizes that governance is broader than office holding and 
that, even in the USA, mayors by no means monopolize the field of urban leadership. 
Keating focuses on the competing theories which underline debate about the ideal size of 
local authorities, arguing strongly that theories about the size and efficiency of local 
government cannot be separated from broader political and value judgements. Wolman 
contributes an interesting essay on the underlying values of institutional structures 
although this reviewer would challenge his assertion that in Britain ‘the recent concern 
with more fundamental structural change has been invigorating’ (p. 153). 

In part three, on the role of citizens in urban politics, Vivien Lowndes addresses the 
question ‘What do theories of citizenship have to offer an understanding of urban 
politics? (p. 160). An equally interesting contribution emerges from Susan Fainstein and 
Clifford Hirst on urban social movements while Susan Clarke and colleagues argue for a 
more gendered perspective on urban politics. Without such a perspective, they contend, 
urban scholars construct a view of localities that is both partial and misleading. This 


chapter is particularly impressive for bringmg together the massive literature on both 
urban politics and feminism. The contributions by Goldsmith, Pickvance and Painter are 
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broadly concerned with the economic and political framework in which urban politics 
takes place. All merit close scrutiny. Pickvance’s chapter is a fascinating critique of the 
strengths and weaknesses of Marxist analyses of urban politics and, as he himself states, 
‘The position taken is not uncontroversial’ (p. 273). 

This book is refreshingly user-friendly avoiding the aridity of so many texts on theory. 
A brief introduction to each of the four parts in addition to the overview provided in 
chapter one would have been helpful, but to end on a negative note would be misleading. 
This book is a ‘must’ for anyone interested in urban politics. 


David Wilson 
De Montfort University, Leicester 


UNDERSTANDING POLICY FIASCOS 


Mark Bovens and Paul ‘tHart 
Transaction Books, 1996. 173 pp. Price not known 


As we stand amidst the wreckage of the Matrix Churchill affair, it is timely to have a 
scholarly, thoughtful and balanced study of the problems in analysing failures in 
government. The notion of the policy fiasco indeed holds a perennial fascination for the 
student of government, for whom such incidents provide entertaining insights into the 
potential for political systems to generate chaos and bathos in equal measure. Yet drawing 
conclusions from disasters, as Bovens and ’tHart show, is fraught with almost as many 
difficulties as the art of government itself. Indeed they suggest that generalized 
conclusions cannot emerge from studies of disaster. 

The book is divided into seven chapters. The first two chapters deal with definitions of 
‘policy fiasco’, and introduce their central argument, that ‘fiascos’ are largely judgmental 
statements, rather than actual events ‘out there’. For Bovens and ‘tHart a fiasco is ‘a 
negative event that is perceived by a socially and politically significant group of people in 
the community to be at least partially caused by unavoidable and blameworthy failures of 
public policymakers’ (p. 15). The book then moves in chapters three and four to consider 
‘blameworthiness’, raising important further questions about the foreseeability and 
avoidability of disasters, and related questions of ‘structure and agency’. Chapter five 

that existing explanations of disaster have been highly partial, and largely based 
on flawed methodologies. Bovens and ‘tHart suggest that all approaches to studying 
disasters can be grouped as either optimistic, realistic or pessimistic. The optimists tend to 
see disasters everywhere, as they have high expectations of what can be done, the realists 
see risks of failure everywhere, but believe these can be overcome by checks and balances, 
while the ‘pessimists’ expect a high level of wastage, and confusion in any attempt at 
government. The penultimate chapter shows how definitions and explanations of fiasco 
are intensely politically contested, while the final chapter tackles the central question of 
how contrasting perspectives on disaster can be reconciled, and ‘usable knowledge’ 
thereby created. 

Throughout, the book is written in a lucid style, with some eminently quotable passages 
such as ‘someone already unpopular is usually blamed for disasters’ (p. 142), and ‘people 
tend to ascribe their success to personal competence, and their failures to external 
contingencies’ (p. 74). It is not however a book for a beginner, and my summary above 
may not do justice to its many subtleties. 

It also adds a considerable layer of depth to the broader issue of policy evaluation, the 
purpose of which is all too often to find someone to blame. On this topic, the book is 
particularly good at clarifying important criteria of foreseeability and avoidability which 
should be met before fingers of blame are pointed. It should therefore be required reading 
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for anyone in power anxious to find someone to punish, but unsure how to make the 
charges stick. It is also particularly good on the dynamics of the post-disaster period, 
arguing cogently that those at the top tend to seek bottom-up explanations after disasters 
have struck, whilst those at the bottom push the blame inexorably upwards. In several 
respects, it is an onginal and important book. 
If I have any criticisms they are of the vogueish postmodernity of the conclusions. If 
every disaster is unique, how can we account for the relative successes of (for example) 
i conclusions drawn from routine investigations of accidents, which have done 
much to improve our safety? Might not the same techniques yield important general 
lessons for policy making? With the poll tax in the recent past too, it is hard to believe that 
disasters are ‘socially constructed’. Some of them may actually be ‘out there’, immutable 
and agreed by everyone, an awesome reminder of what may go wrong. Bovens and ’tHart 
seem to suggest that we cannot learn from disasters, for reasons of epistemology. Surely 
they are wrong. We may not know what to learn from them, but that is not the same as 
saying we cannot learn. 


Pat Gray 
University of Luton 


BRITISH SOCIAL POLICY SINCE 1945 


Howard Glennerster 
Blackwell Publishers, 1995. 275 pp. £11.99 


Before the fiftieth anniversary of the Beveridge Report there were no adequate texts on the 
post-war British welfare state. Then three, each with its own particular strengths, were 
published. Michael Hill, The Welfare State in Britain (Edward Elgar 1993) offers a 
government-by-government account of welfare legislation. My own, The Welfare State in 
Britain since 1945 (Macmillan 1993) provides an introduction to the broad range of 
concepts and historical evidence needed for analysis, with particular reference to the 
‘classic’ welfare state between 1945 and 1975. N. Timmins, The Five Giants (Harper Collins 
1994) is a journalistic account of the highest standard which is particularly enthralling and 
enlightening on the Thatcher years. Is there room for a fourth book and, if so, what is its 
particular strength? 

The quality of Glennerster’s book quickly answers the first question. It combines clarity 
and expertise in a way that only someone deeply knowledgeable of their subject can 
attain. It also provides, in an area where polemical pronouncements are all too frequently 
presented as disinterested analysis, exactly the right measure of controlled commitment 
from someone who, as an 11+ ‘failure’ and former member of the Labour Party’s 
Research Department, has strong personal views on many policy issues. The end result is a 
book which is not only stimulating in 1ts own right but provides the ideal platform from 
which each of its readers can develop their own opinions further. 

Glennerster begins by confronting the various myths from the political right and left 
which have grown up around the welfare state. They are then ruthlessly exposed in a 
broadly chronological account of policy developments. ‘Simple admiration’ is expressed 
for the post-war Attlee governments which, in contrast to present-day politicians who 
plead poverty in the face of new welfare demands, achieved so much in far more austere 
conditions. The thirteen years of Conservative rule are then shown to have been ‘far from 
wasted’ with, for example, the controversial attempt to decontrol rents portrayed as the 
courageous application of a ‘painful but necessary cure’ to a problem which Labour’s 
plans for further municipalization would only have exacerbated. Policy developments are 
then traced to the ‘high tide of post-war ideology’ in 1976. ‘Some history books’, 
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Glennerster rightly warns, ‘date the retreat from collectivism much earlier to 1948 or 1961. 
In social policy this will not do’. There is even faint praise for Thatcher’s reform before 
1988: ‘it was not a brave new world but a slightly less idiotic old one’. 

The analysis is broadened by a valuable foray into legislation dealing with private 
morality. Here the 1960s rather than the 1990s are shown to have been the true period for 
individualism and the ‘rolling back of the state’ as, for example, restrictions on 
homosexuality, abortion and divorce were lifted. It is also permeated by a latent anger 
against the professions which exploited state welfare for their own ends. As Glennerster 
remarks ‘the aspect of the welfare state that was most in tune with its time, the centrally 
planned, national monopoly element, was the least perfect and has aged the most’. This is 
implicit support for the principle, if not the actual practice, of institutional reform since 
1988. 

It is a pity that little is said about land policy or taxation, since both go to the heart of 
the distribution of property, wealth and income. The emphasis placed on Mrs Thatcher’s 
attempt to complete the liberal Tory agenda of the 1940s also downplays the routing of 
that agenda in the mid-1950s. After Thorneycroft’s resignation as Chancellor of the 
Exchequer in 1958, the Party leadership courageously took on both its own backbenchers 
and the Treasury to assert its moral commitment to full employment and the need, given 
market failure in given policy areas, to expand state welfare not only for social but also for 
economic reasons. This principled attempt to implement One-Nation Toryism, highly 
relevant to today’s political debate is overlooked. 

Such omissions and oversights are rare, however, and are noted here largely in defence 
of my own royalties. Glennerster has written an introduction to the history of Britain’s 
post-war welfare state almost without equal. 


Rodney Lowe 
University of Bristol 


DISMANTLING THE WELFARE STATE? REAGAN, THATCHER, AND 
THE POLITICS OF RETRENCHMENT 


Paul Pierson 
New York: Cambridge University Press, 1994. 213 pp. £12.95 


This book is an important contribution to the literature on the welfare state. Central to 
Pierson’s thesis is that the politics of welfare state retrenchment must be distinguished 
from those of welfare state development for. ‘retrenchment is in no sense a simple mirror 
image of welfare state expansion’ (p. 2). He argues that models, based on class power 
resources, particularly the power of organized labour, and the design of political 
institutions fail to capture the dynamics of retrenchment. For instance, Pierson 
demonstrates that power resource theories fail to account for the Thatcher government’s 
ability to dismantle the pubhc pension system. Similarly, he shows how constitutional 
arrangements and administrative capacities are also inadequate for explaining various 
retrenchment outcomes. 

To address the inability of development models to account for the politics of 
retrenchment, Pierson develops a ‘historical institutionalist’ theory of retrenchment, 
grounded in the process of ‘policy feedback’. For Pierson: ‘Policy feedback from previous 
periods frames current decision-making, influencing the prospects for executing strategies 
that can make retrenchment initiatives successful’ (p. 9). In the politics of retrenchment, 
feedback shapes outcomes through its interaction with: pro-welfare state nterest groups; 
individual policy-makers; and the electorate. In the electorate, feedback works through the 
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lock-in of ‘elaborate ... networks that greatly increase the cost of adopting once-possible 
alternatives and inhibit exit from current policy paths’ (p. 42) and its ability to structure 
the distribution of information to potential allies. For Pierson, the politics of retrenchment 
involve political risks. As a result policy makers use a number of strategies to reduce the 
political cost of retrenchment, including obfuscation, division of opposition and 
compensation. 

Pierson uses these themes to develop his analysis of programmatic retrenchment within 
the Reagan administrations and Thatcher governments. Here, his primary analysis is on 
American and British efforts at dismantling the state’s role in the provision of old-age 
pensions, housing and income support programmes. He chose these areas to illustrate the 
differential success the two leaders had in dismantling universal and means-tested 
benefits and the inability of traditional explanations of welfare state expansion to explain 
why means-tested programmes survived better than universal programmes (while poorly 
developed, Pierson also provides a brief discussion of health, sickness and disability 
programmes). 

One of the more important aspects of Pierson’s analysis of programmatic retrenchment 
is his realization that: ‘The welfare state’s political position is influenced not only by the 
structure and dynamics of existing programs, but by the context within which decisions 
about those programs are made’ (p. 146). With this in mind, Pierson provides a general 
analysis of the systematic retrenchment efforts of the American and British governments. 
Here, Pierson concentrates on government attempts to: shift public opinion against the 
welfare state; restrict the ability of future governments to raise revenue or have the 
resources necessary to expand the welfare state; change how political institutions make 
decisions, to restrict pro-welfare bias; and weaken pro-welfare interest groups. 

Pierson concludes that, while the Thatcher government was successful in the 
retrenchment of pension policy and to a lesser extent housing policy, and the Reagan 
administration had some success in housing policy and altering the ability of future 
governments to fund the welfare state, neither government was able to dismantle the 
welfare state. 

Although this book is important, it has four key weaknesses. First, Pierson draws on a 
wide variety of secondary literature but has little primary material. This might explain 
why he argues that autonomous bureaucrats and policy learning did not play an 
important role in retrenchment. This seems misguided. While bureaucrats and policy 
learning might not have been directly involved both have shaped acceptable policy 
options and altered the direction of policies once initiated. Only more extensive use of 
primary data would have demonstrated these effects. 

Second, in demonstrating why the politics of retrenchment are different from those of 
development Pierson makes two points which students neglect at their peril: 
‘Retrenchment advocates must operate on a terrain that the welfare state itself has 
fundamentally transformed’ (p. 2). Of more importance: ‘Any study must consider both 
goals and incentives of the central political actors and how the institutional rules of the 
game and the distribution of political resources structure their choices’ (p. 13). These point 
to a realization that a dialectical relationship exists between actors and institutions and 
that this relationship shapes the view of both policy makers and institutions over time. 
Unfortunately this theme is poorly developed within the remainder of the book. 

Third, Pierson’s theory appears hostage to the cases examined. If Pierson had examined 
education policy or extensively examined the politics of the health systems in the US and 
Britain would his findings have been the same? This criticism is especially important in the 
light of his own caution that retrenchment is a ‘distinctive and difficult political enterprise’ 
(p. 1). 

P Fourthly, the choice of the US and Britain seems too limited. A more extended study 
should have included a state committed to social rights with expansive welfare provisions, 
such as Sweden. 
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Despite these criticisms, this ıs an important book which greatly contributes to the 
literature on the welfare state. 


David Dolowitz 
University of Birmingham 


THE FOUNDATION OF MERIT: PUBLIC SERVICE IN AMERICAN 
DEMOCRACY 


Patricia Wallace Ingraham 
The John Hopkins University Press, 1995. 170 pp. Price not konwn 


Reform of personnel management holds a prominent place on the agenda of the National 
Performance Review, still part of the portfolio of US Vice President Al Gore. Patricia 
Ingraham’s new book places this reform effort in its historical context, emphasizing that 
the merit system is now and has always been shaped by political forces 

Ingraham describes the issues that bedevil the American civil service as a series of 
dilemmas. Foremost among these is the requirement that personnel selection be based on 
merit, not partisan allegiance, as opposed to the need for responsiveness to elected 
political leaders. Clearly democratic governance requires that bureaucratic activity be 
directed toward publicly approved goals; equally clearly, the constraints on recruitment, 
hiring, and promotion restrict the ability of public-sector managers (including the 
politically appointed heads of agencies) to direct that activity. Another dilemma pits the 
requirements of good administration ~ the application of rules and regulations, against the 
need for effective management, i.e. the creative and effective use of human resources. And 
a third sets the public's need for government services against its deep distrust of 
bureaucratic power. 

The book’s core chapters detail the history of the merit system as a feature of the US 
civil service: 1ts origins, development, and a variety of efforts at reform. Ingraham’s clear 
and cogent analysis concludes with a list of the ‘harsh realities’ that the current iteration of 
civil service reform must face: that control of administration does not mean effective 
management, that all public organizations do not have the same readiness or capacity for 
reform; that multiple accountability mechanisms do not result in greater accountability; 
and that reliance on private-sector models is not always wise. 

What is missing, however, is a more complete and explicit statement of what an 
appropriate transformation of the merit system might look like. Some features of such a 
new public service can be discerned by a careful reading. For example, public managers in 
a reformed system would have increased authority and flexibility, in contrast to the 
constrained, rule-driven administrators of the present. Rules would be loosened and 
discretion increased, while accountability to political overseers would be through 
performance contracts, and accountability to citizen customers might dictate their 
participation in the processes of administration. Partnership rather than wary competition 
would characterize the relations of the public managers with workers, unions, Congress, 
the President and the citizenry. While the author may have wished to leave the design of a 
reinvented civil service to others, the clarity with which she has laid out the analytical 
groundwork makes one crave the benefit of her accumulated wisdom concerning specific 
measures. 

Since the processes by which civil servants are recruited, hired, motivated, and 
controlled are critically important factors in the effectiveness and efficiency with which 
public policy is implemented, anyone interested in effective public personnel management 
will understand and appreciate this book. Readers familiar with the basic history and 
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structure of the American civil service will, naturally, find much of the argument familiar. 
For them, the most interesting feature of Ingraham’s analysis will be her clear-headed 
appreciation of the complex context in which the US system (unsystematic though it may 
be) of public personnel management has developed and the challenges this presents to the 
creation of a new, improved, ‘reinvented’ civil service. Other readers will need to bear in 
mind the unique aspects of American political culture, particularly the relatively high 
proportion of political appointees at all levels of public agencies ~ from chauffeurs and 
clerical employees up to high-level executives. Also, readers unfamiliar with public 
administration in the United States should note that administrative reform there places 
much greater emphasis on employee empowerment and citizen participation than is true 
m Europe, Britain, Australia, New Zealand, Canada, or elsewhere. 

Perhaps the most distressing, but utterly unassailable, feature of the book is its 
conclusion that civil service reform requires a profoundly redefined attitude toward the 
public service. Increased authority for public managers and empowerment of public 
employees necessitates loosening controls, encouraging risk, permitting mistakes ... all of 
which require a ‘cushion of trust’. The remaining question, unanswered in this book and 
perhaps unanswerable, is how the dreadfully damaged relationship between public 
administration in the US and the American people can ever be mended. Although 
Ingraham’s analysis cannot provide the answer, it nevertheless does the invaluable service 
of clarifying the complexities of Mosher’s classic question, ‘How can a 
appointive public service ... be made to operate in a manner compatible with democracy?’ 


Linda deLeon 
University of Colorado 


THE REGIONAL IMPERATIVE: REGIONAL PLANNING AND 
GOVERNANCE IN BRITAIN, EUROPE AND THE UNITED STATES 


Urian A. Wannop 
Jessica Kingsley, London. 441 pp. Price not known 


As Urlan Wannop stresses in this comprehensive and authoritative account of the regtonal 
planning experience of the second half of this century, the regional focus in public policy 
has been confused and unstable in its institutional forms and policy agendas, and yet 
enduring as a phenomenon. In Britain today, this is very evident. On the one hand, there 
are yet more efforts to reorganize local government, to emphasize smaller, single-tier units. 
A major casualty has been the Strathclyde Regional Council, abolished in early 1996. For 
twenty years, Strathclyde embodied the most developed conception of regional planning 
to be found in the UK. On the other, there is increasing emphasis in central government 
organization and in regional alliance building on the regional level. The government 
offices in the regions are flexing their power in relation to Whitehall, regional business 
alliances are increasing their activities and local authorities are strengthening their regional 
organizations. This re-discovery of the region in the UK is encouraged by the EU discourse 
of a ‘Europe of regions’, and by the economic arguments about the importance of the 
assets and institutional capacity of regions in the economic and political game of 
competitive positioning in a marketplace of inward investment and subsidy opportunities. 

In this context, Wannop’s book is a timely input to current efforts at ‘region-building’. It 
provides a detailed account of the British experience, with case examples of the 
development of regional planning in the South East of England, the West Midlands, the 
North West and Strathclyde, complemented by a review of the regional planning idea in 
debate and in practice in the US and in Europe. It is written by someone who has been 
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deeply engaged in regional planning work, both as a practitioner, m the West Midlands 
and in the Strathclyde region, and as an engaged academic commentator over the past 
fifteen years. It is rich in detail, well-illustrated, and full of helpful organizing ideas. It thus 
acts as a source book, and a thinking tool. The two concluding chapters draw together the 
overall experience of regional planning and look forward to the future. 

Wannop acknowledges that many people have difficulty tying the idea of a regional 
focus down, but argues against attempts at arriving at precise institutional definitions. 
What the nature of the regional problem is, and what is the best institutional form to 
address it with, is likely to vary in place and time. ‘(Regional planning) is frequently 
ephemeral and more like a guerrilla operation than mainstream public administration’ (p. 
364). The appropriate size and shape of regions is likely to be similarly variable. Yet, 
argues Wannop, much regional planning has been very influential, setting long-term 
frameworks which have shaped major investment and the regulation of development. 

If regional planning is such a variable phenomenon, why is it found so widely in 
Europe and the US? Wannop provides three reasons. Social and economic processes 
produce increasing complexity in both metropolitan and rural areas, which demand a 
territorial rather than a sectoral approach. The pressures for political accountability of 
public policy development and delivery favour regional organization as more visible to 
businesses and citizens than national organization. The regional level provides a more 
sensitive arena for allocating resources fairly, efficiently and in relation to local aspirations. 
However, Wannop does not suggest that the conclusion is a form of regional elected 
assemblies. Regional planning can be undertaken without the existence of formal regional 
institutions. Regional institutions can provide a valuable role without the existence of 
elected regional governments. 

All these conclusions are contentious. Wannop acknowledges this, provides us with a 
good grounding im the various arguments, as well as a wealth of experiences to examine, 
and emphasizes that people in regions must work out for themselves what would work 
best for them. Given current Labour Party thinking about regional choice about regional 
assemblies, this is an important message. This book should be read by all those interested 
in ‘building regions’ in the contemporary penod, as well as senior students and scholars 
who want a good grounding in the regional planning experience. 

Patsy Healey 
University of Newcastle 


PERPETUATING THE PORK BARREL: POLICY SUBSYSTEMS AND 
AMERICAN DEMOCRACY 


Robert M. Stein and Kenneth N. Bickers 
Cambridge University Press, 1995. 232 pp. £35 


This book is another contribution to the seemingly endless debate on policy subsystems or, 
in other words policy networks. However, rather than repeating well-worn themes it 
makes a useful addition to the literature by dealing with some of the important debates 
surrounding policy networks that have not, as yet, been properly addressed. In particular 
this book addresses the crucial question of whether policy subsystems (networks) make a 
difference. One of the key criticisms of the policy subsystems literature is that it just 
redescribes government/interest group relationships but does nothing to explain policy 
outcomes. The impact of the networks is seen not in the network but in the interactions 
that exist independently of the network. However, Stein and Bickers suggest that policy 
subsystems affect the policy process in three ways. 
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First, policy subsystems affect the way interests behave: ‘policy systems play a crucial 
role in undergirding and structuring the electoral opportunities of members of Congress, 
the behaviour of officials with agencies, the organizational strategies of officials, and the 
incentives of a diverse group of program recipients’ (p. 6). Second, as a result, policy 
subsystems affect policy outcomes and in particular they can explain why repeated 
attempts by presidents, particularly Reagan, to cut state spending have failed. The authors 
demonstrate that the number of redistributive programmes was stable in the 1970s and 
1980s and whilst there were temporary reductions in the number of distributive 
programmes in the early 1980s, they soon returned to the level prior to the cuts. Third, 
subsystems distort the democratic process by closing off certain policy areas to particular 
interests. 

What follows is a detailed quantitative analysis of the impact of policy subsystems on 
the policy process in the United States. Their fundamental premise is that the relationship 
between actors within policy subsystems is symbiotic. Legislators need interest groups for 
funds, interest groups need agencies to provide programmes, and agencies need interest 
groups and legislators to provide political support. None of this is particularly new. 
However, what Stein and Bickers illustrate is that this symbiotic relationship results in the 
constitution and development of the interests of various actors within the subsystem and 
affects the way they behave, particularly when faced with proposed cuts to programmes. 

Central to their argument is the idea that programmes are important, even if the 
amount of money they distribute is relatively low, because of the political benefits that 
accrue to the members of the subsystem. They reject the universalism thesis: the idea that 
members of Congress will try to get benefits extended to all constituents in order to gain 
votes. Instead, they show that political benefits derive from members of Congress working 
with interest groups because subsystems provide more than policy goals. They supply 
direct political benefits to the members of the system. By ee policy programmes, 
agencies are maintaining budgets, legislators are increasing their chances of re-election 


and interest groups get the support of legislators. Importantly, subsystems are not 
responsible for a single programme. Rather they have portfolios of programmes. 
Consequently, subsystems threatened with cuts during the Reagan era were able to 
survive by obtaining new programmes or by ensuring that cuts in one programme within 
a portfolio were off-set by increases in other programmes. 

As Stein and Bickers conclude, these findings raise important normative questions 
concerning the accountability of subsystems. Actors within subsystems mutually assist 
each other to gain benefits in order to pursue individual benefits and in doing so they 
often ignore the wishes of the electorate and the president. Indeed, legislators and interest 
groups can often pursue policies that have no benefits for constituents. The concern of 
legislators is not with the elector but with interest groups who can provide more direct 
assistance in the re-election process. 

Stein and Bickers provide a thorough empirical test of the impact of policy subsystems 
on the policy process. In doing so they undermine many of the traditional conceptions of 
the impact of interest groups/government relations and clearly demonstrate that 
subsystems do make a difference. This book, therefore, is a significant contribution to 
the policy network debate. It highlights that the importance of networks is not just in their 
influence on policies but in their impact on political interests. The only weaknesses in the 
book are first, the aggregate level of the data means there is little analysis of how policy 
subsystems really work on a day-to-day level; and perhaps more importantly, whilst the 
book reflects upon normative issues that have received little attention in the literature, the 
discussion is rather cursory and brief and could, in what is a relatively short book, have 
been much more substantial. 


Martin J. Smith 
University of Sheffield 
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FROM ARM’S LENGTH TO HANDS-ON: THE FORMATIVE YEARS OF 
ONTARIO’S PUBLIC SERVICE 1867-1940 


J. E. Hodgetts 
University of Toronto Press, 1995. 296 pp. £16.00 (Cdn. $24.95) 


THE ROAD TO BETTER PUBLIC SERVICES: PROGRESS AND 
CONSTRAINTS IN FIVE CANADIAN FEDERAL AGENCIES 


G. Bruce Doern 
The Institute for Research on Public Policy, 1994. 105 pp. £6.75 (Cdn. $13.95) 


J. E. Hodgetts has written a scholarly and witty administrative and social history of the 
formation and development of the post-confederation to World War II civil service in the 
Province of Ontario. The Epilogue provides an overview which extends into the 1990s. 
Two themes highlighted in the Prologue run through this work. The influence of 
technology, or lack thereof, on the development and operations of bureaucracy is explored. 
Second, the measures and mechanisms utilized by the elected executive to control the 
appointed civil service 1s a constant throughout the book. 

Three ‘administrative modes’ (p. 24) enabling, regulatory and operational are identified 
as characteristic of how the early government strove to meet the needs of the populace. At 
first the Ontario civil service was structured in a lean manner and largely utilized the first 
as its ‘mode’ of organizing. It is ironic that 130 years later, in 1996, with a neo-conservative 
government there are drastic reductions in both overall public expenditure and the civil 
service complement. Ontario, it might be claimed is returning to its historic roots adopting 
a more enabling role; albeit, with a twentieth century spin complete with ‘business plans’ 
for each department. 

The original civil service was small, reflecting the limited range of responsibilities the 
1867 provincial government accepted. This persisted, from 1867 to roughly the early 
twentieth century. To a large extent this was feasible due to the comprehensive range of 
functions, judicial, road maintenance, vital records keeping, to mention only some, that 
were part of the normal responsibility of municipalities. Organized municipal 
governments under general legislation predated the establishment of the Province of 
Ontario. 

Chapter 5 deals with the impact of technology, or its absence, on how government 
business initially was conducted. It took until the 1920s before typewriters were 
commonplace in government offices, the telephone bill in 1902 for the Province consumed 
the extravagant amount of ‘$4,500’ (p. 80), automobiles did not become significant until 
the mid ‘20s with Ontario Hydro and the Department of Agriculture being the main users. 
This in a Province, roughly the geographic size of Britain, sparsely populated and with 
extreme weather conditions. 

During an investigation of the Audit Office in 1930 it was discovered that more than 
300,000 cheques annually were still being signed by hand. Hodgetts wryly notes that the 
countersignatory had been “... allegedly ... chosen because his name, F. H. Lee, contained 
the fewest letters’ (p. 224) 

Hodgetts turns to his second theme, the struggle of the executive to control the 
bureaucracy by dating its modern form from the Whitney Government of 1905 and the 
subsequent reform of the civil service. Not only did the civil service expand but it became 
more intrusive as new organizational structures were developed. This was especially true 
of the development of central offices to assist not only the Premier, but the cabinet as a 
whole. Historically the office was in 1905 styled as the Prime Minister, such designation 
persisting until 1970 when it reverted to Premuer. For the first time the Prime Minister had 
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a professional staff dedicated to the office’s needs in meeting the demands of the role as 
executive head of government and as a watchdog over the functioning of the civil service. 

This book is a model of its kind and brings an arcane topic to life. The themes that 
dominate it are equally relevant today and for this reason as well, it is recommended as 
essential reading for all those interested in the establishment and monitoring of the 
bureaucracy in a democratic state. 

Bruce Doern’s publication is from the IRPP, one of the nation’s oldest and most respected 
public policy ‘think tanks’ and is disappointing. The author, a distinguished and prolific 
academic writer on Canadian public administration and public policy issues, seems to 
have missed the real issue in this monograph. 

The core of the book centres on five case studies of Government of Canada so called 
special operating agencies (SOAs), at least during the Conservative government's term of 
office (1984-1993). The five are: Canada Communication Group (which includes what was 
known as The Queen’s Printer), Passport Office, Geological Survey of Canada, Aboriginal 
Business Canada and Marketing Practices Branch. These SOAs range in size from 57 
employees in the Marketing Practices Branch to the largest, the Canada Communication 
Group with 1,600 employees. 

Most readers will be interested in Chapter One and the Conclusion. The first chapter 
establishes four key ‘service attributes’ and then from these develops a framework for 
analysis. These attributes are: bureaucratic theory; service implementation theory and 
policy instrument . mixes; bureaucratic economics; and the new/old ‘reinventing 
government’ ideas. On this last attribute, Doern very aptly comments on the overblown 
nature of the ‘reinventing government’ literature as being ’... hard to stomach, given the 
gale-force winds that accompany some of its advocates’ sales pitch’ (p. 91). 

The book’s weakness stems from the complete lack of a discussion of the political 
context or ideology which drove these policy initiatives at the outset. What caused the 
Chretien Liberals in 1993, when they came to power, to halt the formation of other SOAs, 
now restyled as the ‘Service Standards Initiative’, and change direction? Was it simply to 
distance the new government from any Mulroney policies; or did the senior mandarins, 
who are the interview base of the book, have sober second thoughts; if so, why? A 
thorough discussion of the political context for policy making would have balanced the 
emphasis on bureaucratic means of promoting an idea. 


Lionel D. Feldman 
York University, Canada 


LES RESEAUX DE POLITIQUE PUBLIQUE: DEBAT AUTOUR DES 
POLICY NETWORKS 


Patrick Le Galés and Mark Thatcher (eds.) 
Editions L'Harmattan, 1995. 274 pp. Price not known 


As the title indicates, this publication comprises a collection of papers which debate the 
merits and shortcomings of a policy network approach to understanding the complex 
nature of actor involvement in modern public policy-making and implementation. That 
the Anglo-Saxon pioneers of the concept are brought together with French and German 
academics to discuss this now fashionable concept, gives rise to a stimulating exchange as 
well as the cross-fertilization of ideas. The book is divided into two parts where a 
discussion of policy networks from a theoretical perspective in part one is followed by a 
level analysis approach in part two. Le Galés’s catchy opening line: ‘it’s new, it’s different, 
it’s good-looking, BUY IT NOW’ (p. 13) sets the scene for a lively exchange which reveals a 
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glaring lack of consensus. In this introductory chapter, the background to and justification 
for the debate is presented in a clear and structured manner. Most importantly, he sets out 
a number of questions with which the authors grapple in the ensuing chapters. 

Chapter two by Marsh and Rhodes defines policy networks as a model of interest group 
mediation at the meso-level and proceeds to give a critical overview of models from other 
traditions that have influenced British political scientists. The works of the British pioneers 
(e.g. Richardson and Jordan, Rhodes, Wilks and Wright) are then compared and 
contrasted. This in itself is a singularly useful exercise — as is the linkage with theories 
of the state ~ since it provides the reader with a succinct overview of the major issues at 
stake. 

Succeeding chapters raise important issues and questions and attempt to fine-tune the 
policy networks approach by advancing supplementary conceptual, analytical and 
theoretical tools to improve its overall methodological value. Most noteworthy, Smith’s 
attempts to confer the now infamous Marsh and Rhodes typology with cognitive, 
relational and normative dimensions is particularly insightful. Jouve concludes that the 
Marsh and Rhodes model does not constitute a major departure from earlier models 
employed in French political science while the final chapter in part one by Marsh contends 
that micro and macro analyses are essential in attempting to explain political decisions 
through policy network analysis. 

Part two adopts a level analysis approach whereby the authors seek to apply policy 
network analysis to the EU, as well as to international and local levels. The main 
conclusions of the authors are that, in general, policy networks are a useful tool but they 
have limited applicability and in certain cases, need to be supplemented with other 
analytical tools (e.g. the importance of epistemic communities in agenda-setting at the EU 
level is acknowledged by Richardson). In the concluding chapter, Thatcher argues in a 
cogent and convincing manner that the concept of a policy network is shrouded in a veil of 
ambiguity ~ as reflected in the contributions to the book — thus problems of definition 
arise. Moreover, while the concept of policy network is a very flexible conceptual and 
theoretical tool in that it can be applied to all levels of analysis, it has many shortcomings 
in terms of its heuristic, empirical and theoretical value. Finally, as Thatcher concludes, 
rather pessmmistically, that ambitions regarding the usefulness of the policy network 
approach need to be reduced so that expectations match reality. 

In sum, for those concerned with public policy analysis, this book is essential reading as 
it brings together in one tome some of the most eminent experts in the field of policy 
network analysis. It is well structured and offers valuable insights which are synthesized 
into a reasonable coherent whole. As such, this book is a welcome contribution to what 
can sometimes appear to be a confused and confusing debate to the student of public 
policy analysis. While the book does not break new ground in that similar issues were 
addressed and conclusions reached in the February 1992 special issue of the European 
Journal of Political Research on policy networks, it is the Franco-British exchange which is 
novel. However, two minor weaknesses can be detected. Firstly, there is at times, a 
tendency towards repetition (e.g. in relation to concepts of corporatism and pluralism) 
which is, to a large extent, an unavoidable characteristic of an edited collection. Secondly, 
while a German contribution does figure, the omission of a contribution from the 
‘governance school’ (e.g. Kenis/Schneider, Mayntz and Marin) deprives the book of 
additional insights. These criticisms notwithstanding, the book’s main value lies in the 
quality of its critical approach and the breadth of its very informed debate. Moreover, the 
text’s ability to combine both a level analysis with an interactive and integrated approach 
is both a welcome and original contribution to the literature on public policy analysis. 


Rosarie E. McCarthy 
European Untversity Institute, Florence 


© Blackwell Pubhshers Ltd 1996 


REVIEWS 563 


THE GOVERNMENT AND POLITICS OF SPAIN 


Paul Heywood 
Macmillan, 1995. 331 pp. £13.99 


Paul Heywood’s book on the politics and government of democratic Spain is a particularly 
welcome addition to the literature on comparative politics for two reasons. First, he 

the neglect of Spain in comparative studies of European politics. This neglect is a pity 
because, as a relatively new democracy, and as a member of the ‘periphery’ of the 
European Union, it is a challenging and complex study, and one that can illuminate key 
aspects of the ‘new Europe’. Heywood’s book goes a long way towards filling this 
vacuum. It makes rich material available to the student of comparative European politics 
and policy making. Indeed, it has been written explicitly from a comparative perspective. 
The sections of the book which deal with the functioning of central government, the 
autonomous commumities and political parties and the electoral system, as well as the 
chapter on the policy process make regular comparisons with politics m Britain and Italy, 
and, to a lesser extent, in France and Germany. 

The second reason that Heywood’s book makes welcome reading is rather less obvious 
to non-Spanish specialists. Until very recently, the study of Spain was dominated by the 
‘area studies’ approach. It was also a field dominated mainly by historians. Contemporary 
Spanish studies owe an inestimable debt to the works of historians such as Raymond Carr, 
Paul Preston and Stanley Payne. But they worked within a historical method which 
tended to emphasize what were perceived as unique features of Spanish society. Thus, in a 
sense, the vast majority of academic studies of Spanish politics have in the main tended 
unconsciously to reproduce the Francoist myth that ‘Spain is different’. Heywood, in 
contrast, argues that ‘contemporary Spain should be seen as an established European 
democracy: naturally, Spain’s democracy has distinctive elements, but its politics structure 
shares many features in common with various European partners, its political challenges 
are those which face all European democracies’ (p. 7). 

He then goes on in the main body of the book to explore how to analyse Spanish politics 
from political science perspectives. The chapters on the central government and the 
judiciary work well. Moreover, Heywood explains how the politics of the transition to 
democracy conditioned the new constitution and the parliamentary democracy which 
emerged. He also touches on the important role of the judiciary in upholding and 
deepening democracy. In this sense, he rightly suggests that there is much to be learnt 
from comparing the experiences of Spain with other transitions to democracy in East and 
Central Europe perhaps most particularly. 

There is an obstacle, however, that the author recognizes, when it comes to dealing with 
the policy process and, by extension, state-society relations: an absence of ‘sufficient 
detailed information’ (p. 241) which makes it difficult to identify pressure group activities 
and issue networks. This is hardly the author’s fault, however, and he makes a good 
attempt at identifying the makers of economic and financial policies, before and after 
joining the European Community. It is a pity, though, because one senses that there is a 
tension and vitality within Spanish civil society which is not captured in the book. The 
strength of civil society can be measured on a number of different levels. It has made its 
voice heard in debates over defence policy (to join or not join NATO m the mid-1980s and 
the question of compulsory military service), areas of social policy (reproduction rights or 
gay rights, for example) and more recently in the debate about Spanish aid policies in 
Africa and Latin America (the successful 0.7% campaign orchestrated by non- 
governmental organizations). These are not so much omissions of Heywood’s, however, 
who makes a stimulating and important contribution, as indications that there is an urgent 
need for detailed research into aspects of Spanish politics as yet scarcely mapped. 


Jean Grugel 
University of Sheffield 
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ADENAUER TO KOHL: THE DEVELOPMENT OF THE GERMAN 
CHANCELLORSHIP 


Stephen Padgett 
Hurst & Company, London, 1995. 204 pp. £32 (cloth), £9.95 (paper) 


Since the years of Adenauer, West Germany’s political system has often been characterized 
as a ‘chancellor democracy’. From this perspective, the chancellor 1s seen as the undoubted 
centre of political admunistration as he determines the guidelines of policy. Although this 
position is partly grounded in the Basic Law, Germany’s quasi-constitution, such an 
approach tends to downplay the structural and historical determinants of a chancellor’s 
position and concentrate on the personal factor in judging to what extent the respective 
incumbent fits the central role ascribed to him The volume edited by Stephen Padgett 
challenges this characterization. Building upon recent theorizing, Padgett himself puts 
forth the notion of structural change leading Germany from a system of chancellor 
democracy to a system of co-ordination democracy, in which the chancellor merely co- 
ordinates the policies of his cabinet. Consequently, the focus is not the chancellor as a 
person but the chancellorship, as the book’s subtitle indicates. 

In his introduction, Padgett (along with the other contributors) finds ‘the modern 
German context [...] generally unfavourable for a heroic style of leadership’ (p. 12). First, 
the chancellor is dependent on his own party and a coalition government. Second, policy 
agendas have changing since Adenauer, giving rise to new cleavages or intensifying old 
ones and putting increasing pressure on the state to meet rising and diversifying 
expectations. Whereas the first proposition’s impact on the chancellor's position seems 
fairly straightforward and is often referred to m the following chapters, the latter one, 
intuitive as it may be, is never really explored. This points to a weakness. Although the 
book 1s structured around the different fields which circumscribe the chancellor’s potential 
— dealing with his party, the executive, his staff, foreign policy, and organized interests, the 
chapters themselves do not always refer to the broad structural changes of the book’s main 
thesis. In their explanation of variations in chancellorship they prefer to fall back on the 
personal factor instead. Heidrun Abromeit’s chronological chapter on the chancellor and 
organized interests is a case in point, interesting and well-written as it otherwise may be. 
Ferdinand Miiller-Rommel’s article on the chancellor and his staff contains no reference to 
chancellor or co-ordination democracy, although it would have been especially interesting 
in this context to see whether the proposed change has any influence on the way the 
chancellor has been using his staff to develop and organize policies. This does not make 
the book any less valuable for anyone who wants to know more about the chancellorship, 
its historical development and the way it was filled by the six incumbents so far, for all the 
essays are rich in detailed information given the restricted space, and are also highly 
readable. However, it cuts the radical edge. Interestingly, one does not find any 
exploration of the effect European integration had on the chancellorship. In my view, the 
issue could have been taken even further in showing that the state becomes a ‘bargaining 
state’ (Scharpf) in which the chancellor’s role is even further from the picture of a 
chancellor democracy than it is in the model of co-ordination democracy. However, 
Padgett and the other contributors are hardly to blame for this limitation, since it seems to 
be a general problem of the co-ordination democracy thesis. 

Another weakness is the several contradictions one finds between the contributions 
which became a problem because some of the contradictions affect the chancellor’s role. 
Paterson, for instance, maintains that Helmut Kohl ‘made the running on German unity’ 
(p. 152-3). This issue is vigorously debated, and it is hard to understand why Paterson 
does not give the reader any references to substantiate his claim. In the concluding chapter, 
Gordon Smith provides a more balanced view that tries to refocus on the issues raised by 
Padgett. He suggests that Kohl was only ‘reacting to the tide of events’ (p. 189). A second 
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example: David Southern, in his chapter on the situation of the chancellor within the Basic 
Law, argues that ‘[dlisputes between federal government and the Lander are always in 
some measure party-political’ (p. 36), whereas Paterson and Smith present two issues, 
European policy and the federal financial system, where the Lander obviously speak for an 
interest other than party. 

To summarize, Padgett’s book starts with an interesting prormse that it does not entirely 
fulfil. It nonetheless provides information and well-written insights into the German 
chancellorship that are interesting for both the begmner and the advanced student of 
German politics. 


Thomas Diez 
Mannheim Centre for Social Research 


POLITICAL LEADERSHIP IN LIBERAL DEMOCRACIES 


Robert Elgie 
Macmillan, 1995. 231 pp. £12.99 


Robert Elgie’s comparative study of political leadership in six liberal democracies 
develops an interactionist approach in which leadership is a function of the leader’s aims 
and styles and the leadership environment. This environment comprised the needs of 
society and the institutional structure. The needs of society refers to the historical legacy, 
societal attitudes and short-term popular pressures. Most important he stresses the key 
influence of institutional structures, in particular: 


(i) ‘The structure of resources within the executive branch of central government’ 
(p. 14); 
(ii) “The structure of resources between the executive branch of central government 
and other branches and levels of government’ (p. 16); and 
(iii) “The structure of resources within and between political parties’ (p. 19). 


He explores his model with chapter-length studies of Britain, France, Germany, the 
USA, Japan and Italy. He concludes that ‘what these leaders can and cannot do is 
primarily determined by the institutional structures of their countries’ (p. 210). Although 
described as a textbook and part of a textbook series, this book offers much for any reader 
interested in core executive studies. Elgie makes a compelling case for the institutional 
analysis of political leadership. 

Why do institutional structures have such an effect? Elgie (pp. 204-6) puts forward two 
reasons: institutions define the resources, rules and constraints which set the boundaries to 
leaders’ actions; and institutions shape political behaviour by creating roles leaders must 
play, shaping their political behaviour. But there are weaknesses in Elgie’s analysis: for 
example, he omits policy networks; globalization; and the link between the leadership 
process and policy implementation and effectiveness. 

Despite his support for the institutional approach, Elgie does not directly address the 
policy networks literature. He quotes with approval Peter Hall’s Governing the Economy: 
The Politics of State Intervention in Britain and France (Cambridge: Polity, 1986, p. 19) 
definition of institutions. However, he fails to note that Hall extends his definition from 
‘the constitution and formal political practices’ to ‘less formal organizational networks’. 
The omission is unfortunate because resource-dependent sets of organizations, or policy 
networks, are a prime source of constraints on the executive. Institutional differentiation 
creates imperatives to use policy networks to counter vertical fragmentation among 
functions which the core executive seeks to police. There is also ‘resource-dependence’ in 
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the core executive. In brief, actors in both the functional policy networks and the core 
executive depend on other actors to achieve their goals. So they must exchange resources; 
for example, money, legislative authority, expertise. These exchanges take the form of 
games which the actors seek to realize their objectives, manoeuvre for advantage, 
deploying their resources to maximize their advantage while minimizing their 
dependence on other actors. So, policy networks are both sets of resource-dependent 
organizations in their own game and a resource for ministers in their game 
with the core executive. The core executive is a set of interlinked networks with bargaining 
and the exchange of resources the key to explaining behaviour. It is the network which 
polices the functional policy networks. 

These institutions and their networks also act as the conduit for globalization, acting as 
sutures between local, national, regional and global forces. At least four processes are 
limiting the autonomy of nation states: the internationalization of production and financial 
transactions; international organizations; international law; and hegomonic powers and 
power blocs. As a result, the nation state’s capacities for governance have weakened, but it 
remains essential to the process of suturing power upwards to the international level and 
downwards to sub-national agencies. 

Policy networks and globalization constrain core executives with important results for 
leadership effectiveness. Government is no longer supreme because it confronts self- 
organizing, inter-organizational networks. The boundaries between public, private and 
voluntary sectors are shifting and opaque. Organizations are interdependent. They need to 
exchange resources and negotiate shared purposes. Relationships rooted in trust and 
regulated by rules of the game negotiated and agreed by network participants, 
characterize network behaviour. There is no sovereign authority. Networks have a 
significant degree of autonomy from the state and are not accountable to it. They are self- 
organizing. The state does not occupy a sovereign position. It can only indirectly and 
imperfectly steer networks. Policies fail when the centre rejects co-operation for 
imposition; when it does not provide incentives to exchange. The ‘implementation gap’ 
so characteristic of the Thatcher years has its roots in the failure to manage networks 
effectively; in choosing imposition over negotiation and agreement. So, the phrase ‘leading 
by indirection’ aptly summarizes the main effect on political leadership of institutional 
differentiation. In other words, core executives and political leaders must not confuse 
leadership with command, but adopt hands-off, negotiative strategies, reflecting the 
complex set of dependencies (institutional roles, resources and relationships) in which 
they are embedded. 

I offer these comments not as a criticism of Elgie’s book but as an illustration of how 
stimulating I found his analysis. I am not criticizing his institutional approach, but 
suggesting ways of developing it. It is a cheap book. So, I can avoid the usual cliché of 
recommending readers to order for the library. At a mere £12.99, there is no excuse; you 
must buy and read this book. 


R. A. W. Rhodes 
University of Newcastle 
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REFLECTIONS ON THE TRUE SIGNIFICANCE 
OF THE SCOTT REPORT FOR GOVERNMENT 
ACCOUNTABILITY 


CHRISTOPHER FOSTER 


The immediate impact of the Scott report was slight because it had no conclusion 
and led to no ministerial or other resignations. Reasons for this inconclusiveness 
were examined, including conventions of the judicial process, the difficulty Scott 
had in defining the offences he was examining, the slipperiness of those offences 
as constitutional conventions and Scott’s lack of grasp of administrative processes. 

Yet his report is a mine of information on problems of accountability in the area 
of government defence sales. It was atypical in that three departments pursuing 
four policies between them and with another department as policeman had a locus 
in the process. Given the nearly 100,000 licences being processed at one time, it was 
a large, complex and fragmented administrative activity which might easily have 
resulted in more mishaps than it did. 

Despite its special features the author argues that it does provide evidence of six 
areas of difficulty in government accountability which are also of (growing) rele- 
vance outside the area Scott surveyed: how one finds who is responsible for policy 
and policy change; how accountability is secured where confidentiality is justified 
for national security or other reasons; how one gets operational accountability for 
executive operations within departments; the accountability of junior to departmen- 
tal ministers; of junior to more senior civil servants; and of civil servants to minis- 
ters. 


It is day-to-day accountability, in which the rulers explain and justify 
their actions to the ruled, which distinguishes a democratic society from 
an elective tyranny (Day and Klein 1987, p. 7). 


After the initial furore, the Scott report’ soon disappeared from the news; 
but is it of lasting significance for a better understanding of government 
accountability? In my opinion the answer is Yes, but not from the con- 
clusions which bubbled up in an immediate or superficial reading. To find 
gold, one must dig deep. But one first needs to understand why the report 
took a form which made establishing its conclusions so difficult and seemed 
not to attach clear blame to any single individual. 
Its length is the first difficulty, made harder by the structure of its argu- 


Sir Christopher Foster used to be a partner in Coopers & Lybrand Associates and remains an adviser 
to the Chairman. This paper reflects his own personal 
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ment. It is well written and argued. At points the skill shown in disen- 
tangling evidence is intellectually enjoyable. But it is a connected whole: 
like a long complex novel, there is no real alternative to reading it from 
start to finish. In a world in which most read only executive summaries 
and not the books and documents themselves, this was an appalling block 
to its wide appreciation, not helped by the indefensibly short ime Oppo- 
sition spokesmen were given to extract its plums. (In the circumstances, 
Robin Cook’s ability to gut 1800 pages in three hours and to get it so right, 
amounts to sheer genius; but inevitably he concentrated on issues of per- 
sonalities and politics rather than the more structural issues of account- 
ability discussed here.) 

However, that omission of an executive summary must have been delib- 
erate and, though not defended in the report, may be understood by ana- 
logy with many other records of judicial and quasi-judicial proceedings. 
More than 97 per cent of the report consists of summaries of the volumin- 
ous evidence presented to it, taken apart and re-ordered to illuminate the 
various issues considered and to determine what offences had been com- 
mitted. Scott did not start with a case (Scott 1996, B3, C1): cases, possible 
offences, appeared as he went along (Scott 1996, K1.3). With minor excep- 
tions (for example, Scott 1996, C3), the offences he found were not breaking 
the law, rather the infringement of what he sees as established parliamen- 
tary conventions or constitutional principles (for example, Scott 1996, C1.26, 
33, 111, D1.165) and in some circumstances of what lawyers call natural 
justice (Craig 1989, part 2), as well as in the case of Alan Clark, though he 
does not put it like this, ordinary reasonably consistent behaviour. At every 
turn of the argument there are the judge’s observations on the value and 
truth of that evidence and the extent to which one piece of evidence sup- 
ports or contradicts another. From these remarks were drawn the criticisms 
of ministers and civil servants on which the Press seized and which were 
volleyed back and forth across the floor of the House of Commons, albeit 
inconclusively in February 1996. Whether the context is actually judicial or, 
as here quasi-judicial, lawyers presiding over such proceedings know well 
the threat of judicial review that would arise if they were to re-summarize 
their summaries of evidence. So they do not do it. In this instance the pro- 
cedures he adopted meant Scott had enough problems getting some wit- 
nesses to agree to his summaries of their evidence without his tempting 
fate by attempting to summarize those summaries with or without their 
further agreement, even if he had wanted to, which as a punctilious judge 
he would have known to be improper behaviour. 

Nevertheless, Scott did not have to summarize the massive evidence put 
to him. Almost all similar inquiries into the workings of government — 
Denning, Radcliffe, even most recently by Bingham into BCCI — have not 
done so. If he had followed their model, his report need hardly have been 
much longer than his final fifty pages of recommendations or less: if he 
had been content to explain why the Matrix Churchill prosecution was 
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started and continued when it was unsafe to do so and why eventually it 
was abandoned, on his own account he need have done little more than 
concentrate on the events he describes involving Alan Clark from start to 
finish. Because Clark blew the whistle at the end, in some quarters he has 
been seen as a hero (for example, Gearty 1996), but that action in the final 
scene of the drama may perhaps best ~ if one is kind — be compared to the 
return of the prodigal son. 

Since Scott does not tell us, we can only speculate why he avoided the 
brevity of his predecessors. (A rare precedent for his amplitude was the 
1957 Bank Rate Tribunal which also as a result revealed much previously 
unknown. Another was the 1982 inquiry into the Crown Agents.) A plaus- 
ible reason — echoed in his last paragraphs — is simply that he believes in 
openness and therefore in the disclosure of as much information as pos- 
sible — even if that information is — to use the lawyer's phrase — redacted. 
Another may be a probably true belief that in a matter which so much 
affects ministers, their credibility and reputation is no longer such that pub- 
lic opinion would take Scott’s estimate of the evidence for granted, 
especially as no actionable criticism of ministers appears among his 
recommendations. 

But there may well be a third reason: Scott may be following another 
judicial or quasi-judicial practice — it is to be found for example in the 
construction of MMC reports? — by which recommendations are made only 
where those writing the report believe the evidence for them is strong 
enough to make them almost incontrovertible: the evidence required to sup- 
port recommendations against individuals needing to be especially strong 
if they are to be the basis for disciplinary procedures or a trial (see Scott 
1996, K1.3). So Scott’s recommendations relate to procedural matters on 
which alone he may believe he has the evidence to reach conclusions. 

Nevertheless, an advantage of his publishing all his evidence — apart from 
the light it shines upon the workings of government ~ is that it allows him 
to leave behind a mass of dead bodies — both procedural and criticisms of 
individual ministers and officials - which, though based on some support- 
ive evidence, are not prepared enough and embalmed so that they may 
enter the funeral parlour of his recommendations: in some cases within 
government further evidence was sought to help decide whether disciplin- 
ary measures should be taken. There is a legal logic behind all this, but it 
does not make for easy, let alone exciting, reading or summation. 

Thus one cannot be surprised that most of Scott’s recommendations refer 
to questions of legal procedure rather than to political or parliamentary 
matters. They cluster around the issue of public interest immunity (PID 
certificates — of which more later — but his very last chapter of seven pages 
is devoted to his recommendations on parliamentary accountability. He 
starts by citing (Scott 1996, D1.160) Questions of Procedure for Ministers 
(QPM), para. 27, issued in 1945, not published until 1992 and expanded 
several times since then (Hennessy 1995, pp. 34—46), as his authority for 
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ministers’ ‘duty to give Parliament, including its Select Committees and the 
public as full information as possible about the decisions and actions of the 
Government, and not to deceive or mislead Parliament and the public’. He 
then (Scott 1996, K8.1) lists seven examples of committing this offence — 
presumably those he regards as the most outstanding or as typical of their 
kind, as many others are to be found in his evidence; but he does not men- 
tion any ministerial or other name as responsible for these offences, prob- 
ably for the reasons I have already speculated upon. Six refer to misleading 
answers to parliamentary questions (PQs), one to misleading letters to the 
public as well and another to an interesting upholding of the convention 
not to allow retired civil servants to testify to a parliamentary committee 
(Scott 1996, F 4.5464). Elsewhere he suggests other examples of such mis- 
leading answers to PQs (for example, Scott 1996,D4.25-42) and letters (for 
example, Scott 1996, D4. 1-24). After quoting parliamentary, academic and 
civil service authorities as well as Lord Nolan in support of his opinion 
that ‘if ministers withhold information, it is not a full account and that 
therefore this duty of theirs is not discharged,’ he accepts ministers’ amend- 
ment of QPM in response to Lord Nolan that ‘ministers should not know- 
ingly mislead Parliament and the Public (Scott 1996, K 8.4)’. He does not 
see this addition as either material or innovative, though he adds pithily 
‘Questions might, of course, arise as to why the Minister was ignorant of 
the true facts and thus unable to have rendered to Parliament an accurate 
account of his stewardship (Scott 1996, K 8.5)’. 

More significant is the discussion of the circumstances in which infor- 
mation may reasonably be withheld. As a lawyer might be expected to do, 
he refers to Erskine May and a 1972 Select Committee (Scott 1996, D1.28) 
as authorities for ministers’ refusal to answer questions on various listed 
topics including arms sales (for example, Scott 1996, D1.26, 7); but interest- 
ingly does not draw attention to the discrepancy between their account of 
the withholding as one of ministerial refusal and Waldegrave’s account 
(which he quotes alongside, Scott 1996, K8.4. 6) as the not answering of such 
questions as being based on an ‘established parliamentary convention’. That 
second view is also inconsistent with his further observation that what min- 
isters have been ready to answer questions about has varied even since 
1972 (Scott 1996, K8.7). In other words ministers have used their discretion 
to alter the topics on which they will answer questions without any form 
of explicit approval by Parliament (though, of course, tacit consent must 
be presumed since Parliament could have acted to preserve or change 
the topics). 

Scott then observes that since Britain has been instrumental in promoting 
a UN initiative to declare all arms sales in a published Arms Register since 
1991 (Scott 1996, K8.8), there could no longer be any valid reason for minis- 
ters declining to answer PQs about arms sales except on grounds of com- 
mercial confidentiality (Scott 1996, K8.8-10). (Scott does not appear to have 
realized that publishing in that register was a bargain in which nations 
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considered how worthwhile it was for them to trade the usual benefits of 
non-disclosure for reciprocal benefits by others.) He then notes that, despite 
this commitment, Jonathan Aitken and Michael Heseltine were still in 1994 
asserting a continuity with past policy in refusing to give details about arms 
sales in circumstances where commercial confidentiality did not seem to be 
a defence (Scott 1996, K8.8-12). Interestingly and understandably given that 
inconsistency, he asks both Parliament and government to review the mat- 
ter and proposes, but by implication only, that Parliament should be 
brought into the act to decide what discretion ministers should have in this 
matter (Scott 1996, K8.13, 4). 

These remarks should be considered along with Scott’s earlier obiter dic- 
tum in the same chapter (Scott, 1996, K8.5) - it has no justification in law 
or explicit parliamentary convention — that ‘the withholding of information 
by an accountable minister should never be based on reasons of con- 
venience or for the avoidance of political embarrassment, but should also 
require specially and carefully considered justification’ (Scott 1996, K8.5; 
also D4.56). Finally, while noting that everyone does not accept Sir Robin 
Butler’s distinction between ministerial responsibility and accountability 
(Scott 1996, K8.15), he endorses it on the wholly reasonable and practical 
grounds that government has become too complex, and ministerial del- 
egation and reliance on official advice too common, for anything else. How- 
ever, from this he draws the important conclusion that this very divorce 
strengthens the case for full and truthful provision of information. In a final 
paragraph, which can easily be construed as pointing in the direction of 
the Freedom of Information Act, though he does not mention that possi- 
bility, he concludes that ‘if Ministers are to be excused blame and personal 
criticism on the basis of the absence of personal knowledge or involvement, 
the corollary ought to be an acceptance of the obligation to be forthcoming 
with information about the incident in question (Scott 1996, K8.16)’, though 
of course there may be other arguments against disclosure, for example, 
national security. 

One can readily agree with these conclusions. In general they are familiar, 
except for his particular conclusions on arms sales which are remarkable 
only in that they seem to expect a very wide-ranging consistency from min- 
isters.? In this particular case, Scott does not, neither could be expected to, 
surmise that UK government may support an international Arms Register, 
not to give a lead in openness itself, but to see if other governments have 
any intention of conforming before it decides what it does itself. Further- 
more, one would not be surprised if Scott were among that growing band 
of judges, lawyers and others who believe in a constitution, but he gives 
no hint of this. Interestingly Scott does refer to Lord Hailsham’s phrase 
‘elective dictatorship’ (Scott 1996, C1. 108). The pointer towards a Freedom 
of Information Act he could readily deny; but Gearty reviewing Scott 
(Gearty 1996, pp. 6-8), sees it as a solution to the problems Scott identifies, 
while even the hint that Parliament must step in to force ministers to be 
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open about arms sales is veiled in ambiguity. All this said, his clear con- 
clusions on parliamentary accountability are familiar and not unconven- 
tional. 

However, this said, I hope it is not churlish to add that his conclusions, 
particularly on accountability, while unexceptional, are not practically help- 
ful. He does not or cannot give recommendations on how the accountability 
he endorses is to be achieved because often he does not have, or does not 
choose to reveal he has, sufficient understanding of the workings of govern- 
ment, and possibly also of politics, to indicate practical remedies to end the 
offences of commission and omission he observes. Throughout there is 
slight trace of any real understanding of what government business is like, 
and has to be, amid uncertainty, under pressure and often without much 
time to reflect. 

That he does not in principle think practical remedies beyond his terms 
of reference is demonstrated in his far longer discussion of the recommen- 
dations he believes are needed to remedy the offences he judges were com- 
mitted by the issue of PUI certificates (which ultimately is the main focus 
of his report, given the length at which he summarizes evidence directly 
or indirectly related to it). Here he is on familiar ground. He knows what 
it is to deal with clients in handling a case. He knows how difficult and 
important it is to assemble all the relevant documents from every corner 
of a vast firm (though whether it is sensible or right to treat all government 
departments, each with its responsible minister, as one for the purpose of 
legal discovery, one may doubt, given the sheer size and complexity of 
government). He knows what it is to be a prosecuting counsel trying to 
decide what elusive documents are vital to his case, a defending counsel 
second-guessing what helpful documents might be available through dis- 
covery if he asks the right questions, and a judge settling arguments about 
what documents should be disclosed if justice is to be done, where there 
are issues of commercial confidentiality or PII. He can also formulate a view 
on the appropriate duty of ministers issuing PH certificates in criminal trials 
based on his own interpretation of judge-made law, though other judges, 
notably Lord Bingham, seem to disagree with him over this. Thus he can 
conclude that the old system by which government itself decided what to 
disclose has not only been overturned by judicial decisions, but could mean 
defendants’ interests might hardly get a look-in. There is ample evidence 
of such a tendency in the evidence he summarizes. He will also know how 
hard it is for a trial judge to decide just what is relevant to the defence, 
particularly when he has incomplete listings and poor descriptions of many 
documents. Thus Scott reaches the apparently common sense conclusion 
that all ministers should have a duty to follow Heseltine (Scott 1996, 
G13. 125) in forming a view personally on the relevance to a defence of all 
documents which should then be tested and checked by the trial judge, if 
necessary through an iterative procedure with the minister (Scott 1996, 
G13. 60, K6. 18-24). 
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He also recommends that government lawyers — with their professional 
duties as lawyers to the courts — should have a more independent standing 
within departments so as to have more power to prevent unsafe pros- 
ecutions (Scott 1996, K4. 13-5). In similar vein he recommends that different 
departments should employ different counsel (Scott 1996, K6. 19, 20). With 
the same objectives he recommends the Attorney-General should have 
oversight of Customs and Excise prosecutions (Scott 1996, K4.9-11) - at 
fault in many of the cases he investigates (Scott 1996, A3. 11) — as he has 
over most government prosecutions, because he believes his independent 
and non-political duties in law towards the courts would make less likely 
both unsafe prosecutions and political interference preventing the disclos- 
ure of documents helpful to the defence. He may overrate the necessity of 
this since the Attorney-General has so much influence already, it is prob- 
ably unthinkable Customs and Excise or any other government prosecution 
would go ahead if he found good reasons against it. Whether these changes 
are practical may be questioned given ministerial overload (King 1975; Hen- 
nessy 1995; Foster and Plowden 1996, ch. 10), the size and complexity of 
government and the perhaps tenuous nature of ministers’ duties towards 
defendants as against their perception of their political interest, but at least 
he has a clear perception of the processes he believes desirable. 

When it comes to issues of accountability, his hold on process issues is 
more fragile. There is no visible perception of how the accountability he 
recommends is to be achieved: for example whose is the ‘special and care- 
fully considered justification’ he recommends when information is with- 
held? If ministers, how are they to have the time? If civil servants, what 
powers do they have, or are they supposed to need, to make ministers 
reveal what they would prefer to conceal? What sanctions are presumed 
to exist, or ought to exist to make both ministers and civil servants act so 
that the truth is not withheld without the justifications, presumably explicit 
and reasoned, he calls for? The case for providing these justifications is not 
because they are required by law but because they are his understanding 
of what is constitutionally appropriate (for example, Scott 1996, C1. 26, 33), 
almost certainly fortified by the criteria judges have developed in their 
judicial review of administrative decisions, though he is not explicit about 
this (but see Scott 1996, D6. 364, K3.1, 2). 

This matters because Scott’s belief that ministers are under an obligation 
to tell the full truth whenever possible, just as one counsel at a trial is under 
an obligation to another to disclose everything relevant to the other’s case, 
is not the only interpretation of the passage in QPM quoted above. With 
great plausibility he finds numerous instances of ministers and sometimes 
civil servants misleading Parliament and the public. Where Scott, given his 
interpretation of each passage, correctly often sees serious offences, minis- 
ters can protest their innocence because there are at least two views of what 
constitutes this offence and therefore of ministerial and civil service guilt. 
The difference turns on what is meant by giving as ‘full information as 
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possible’ and even more on who decides the possible. The practical weakness 
of Scott’s position is that the other view is in possession of the field. 

Contrast, therefore, his set of attitudes on this matter, which may in some 
procedural sense be called constitutionalist, though he does not give him- 
self any such label, with those of ministers and some civil servants as 
revealed by the wealth of evidence in the Scott report. Ministers appear as 
unreconstructed Diceyans (A.V. Dicey 1885 and re-published as late as 1959; 
J. Jowell and D. Oliver 1989). As inheritors of the royal prerogative they 
believe, or act as if they believe, they have the discretion to do anything 
not prohibited by law. The clearest example of this in Scott relates to the 
failure to replace or amend materially the 1939 Act which remains the statu- 
tory basis for export controls (Scott 1996, C1. 17, 25), (though there are other 
places where Scott appears to find the government using the export licence 
control apparatus to deter particular exports even where it seems to have no 
powers to do this (Scott 1996, D6. 332-6)). Without affirmative or negative 
resolution, the Act gives ministers the power to alter the orders determining 
what at any time is subject to export control to the point where — to Scott’s 
intense and understandable indignation — the Customs and Excise in prose- 
cuting export control offences could describe themselves as ‘enforcing 
government policy’ rather than the law (Scott 1996, C1. 150, G3.14, G17.36, 
J6.23, K2.1, K4.9, 10). The intention of the ministers, who introduced it, was 
plainly that it should not outlast the Second World War (Scott 1996, 
C1. 16, 7) but, unlike most similar emergency legislation, it did not actually 
provide for this. It has continued through various states of emergency and 
non-emergency because ministers have found it convenient. Ministers of 
both parties have been happy to continue with the Act despite the inten- 
tions of those who passed it (Scott 1996, C1.26), the excessive powers it 
gives ministers by normal parliamentary standards (Scott 1996, C1.37) and 
the repeated criticism of it by judges (Scott 1996, C1.37-40, 43) who have 
had to deal with cases under it. 

Civil servants have often advised ministers to change the Act (Scott 1996, 
C1.46-9, 60-4), expressing doubts whether Parliament would tolerate it if 
it fully realized the draconian powers of the Act; but the plain truth is 
that Parliament has tolerated it and in a bizarre passage, Gordon Brown 
as opposition spokesman for Trade and Industry, showed no hesitation in 
accepting the unusually wide powers it conferred on ministers and agreeing 
to prolong its life by the simple deletion of a section requiring it to be 
terminated at the end of the second world war ‘emergency’ (Scott 1996, 
C1.97-111). Scott argues (Scott 1996, C1.33) that the occasions Parliament 
debated the 1939 Act cannot be a substitute for its proper parliamentary 
approval. As a result Scott still maintains the 1939 Act needed to be 
replaced by a more appropriate statute for peace time (Scott 1996, C1.33, 
K3.6). The situation remains a ‘reprehensible use of executive power’ (Scott 
1996, C1.57-64). 

Associated with the Diceyan view of ministers being able to do whatever 
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they are allowed to do in law is an equally linguistically plausible and 
Diceyan interpretation of their obligation to tell the truth. It is encapsulated 
in Robert Armstrong’s famous phrase, borrowed from Edmund Burke, 
‘being economical with the truth’ (see also Scott 1996, D3. 115) the words 
here echoed by Alan Clark in his ‘economical with the actualité’ (also Scott 
1996, G17. 29) and by Sir Robin Butler’s statement that ministers are under 
no obligation to ‘tell the full truth’ (Scott 1996, D4.54-6). It would take more 
than the wisdom of Solomon to decide in each case where Scott concluded 
Parliament was misled, whether each is an example of an actual untruth — 
let alone one uttered knowingly, deliberately or duplicitously — or of a fail- 
ure to disclose all the relevant truth. Ministers and, it would seem, several 
civil servants plainly seem to believe the second is no offence. 

The problem of deciding what ministers’ obligation to tell the truth 
implies is made harder here, it is fair to say, because in defence sales there 
are often sound public interest reasons for withholding information (Scott 
1996, D1.26, 7). Scott often believes these reasons are less compelling than 
ministers did at the time (for example, Scott 1996, D1.29) and occasionally 
also that ministers’ actual reason for non-disclosure was ‘political con- 
venience and the avoidance of political embarrassment’, not the public 
interest; but his real difficulty is that in most cases disagreement is not 
unreasonable over both issues and there is, legally or constitutionally, no 
independent criterion or arbiter to settle each case. A version of the stan- 
dard position so extreme that it may be better to regard it as another pos- 
ition is Sir Michael Quinlan’s, in a submission to the inquiry, who would 
seem to hold that by convention parliamentary questions have become a 
game, ‘a competitive activity conducted, within rules, largely for a purpose 
different from that of its apparent form’. As such its key purpose is to allow 
both sides to jockey before the media for political presentational advantage: 
at worst telling the truth hardly comes into it (Scott 1996, D4. 61, 2). 

As a statement about the process as it is now practised, it is difficult to 
disagree with it: to the very considerable extent it is valid, parliamentary 
questions are no longer effective instruments for accountability. When one 
contrasts past practice with what Scott reveals, one should remember other 
changes. The recent huge increase in the number of PQs put down to minis- 
ters means a much higher proportion are answered in writing. As a conse- 
quence the chance that an MP can probe further through supplementary 
questions is reduced in any given case and, as important, the practicality 
of an MP being able to ask a follow up question on the same subject within 
a reasonable time has almost been eliminated. As in a court of law under 
cross-examination, a process, in which those examined answer each ques- 
tion ‘not untruthfully’, is more likely to reveal the whole truth if the ques- 
tioner can go on asking questions without stopping, as counsel can and an 
MP asking a PQ cannot, even as much as he or she once could. 

If one broadly agrees with Scott — as I would — that truth-telling and 
accountability are important constitutional conventions and thus more than 
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a game to gain political advantage, then it becomes largely a question of 
practicality to decide what procedures would be most likely to secure more 
of both and a further question of practicality to decide in whose interest it 
is to make the necessary changes. Francis Plowden and I, in a quite separate 
study draw similar conclusions about reasons why accountability has 
declined. In our judgement it is mainly caused by the decline in the status 
of civil servants relative to ministers - what we have there called the erosion 
of the Haldane relationship with its emphasis on the need for civil servants 
to be party to virtually every decision ministers make — a relationship, if 
it is to be successful, which must be grounded on partnership and trust 
(Foster and Plowden 1996, ch. 4). We argue as a consequence there are 
fewer internal safeguards of truth and accountability than there were. While 
there are differences between the parts of departments Scott observed and 
the rest ~ differences also in how particular ministers and civil servants 
behave — there is a wealth of evidence in Scott which can be used to illumi- 
nate the problems of accountability in government as they have developed 
in recent years. 


I ACCOUNTABILITY FOR POLICY AND POLICY CHANGE 


The immediate press on Scott was full of a wrangle between him and minis- 
ters — indeed it escalated to include Lady Thatcher as a participant — as to 
what was a change in policy and what a change in the interpretation of 
policy, with ministers in most cases maintaining their changes were the 
second (for example, Scott 1996, D1.82, D3, D4.8). Underlying what may 
easily seem just a semantic squabble are two real issues: who or what deter- 
mines government policy and what role, if any, does Parliament play in 
that determination. At various points in the Inquiry it seemed to be said 
that a decision only became policy if it went to (junior) ministers since civil 
servants, insofar as they took decisions, as they frequently did in the area 
of export licences for defence sales, could only be interpreting government 
policy; or alternatively it only became policy if it went to the secretaries of 
state concerned (Scott 1996, D3.4, 125); or involved the Prime Minister (Scott 
1996, D3. 125); or the relevant cabinet committee; or Cabinet; or — and this 
is the ultimate circularity — if it were declared to be such to Parliament. Of 
course, in the common sense way he upheld, Scott was almost invariably 
right in maintaining the shifts he observed were changes in policy. (As a 
test case of what was alleged to be a flexible interpretation of the guidelines 
see Scott 1996, D3. 124.) 

Interacting with this uncertainty was quite frequent pressure from Parlia- 
ment for ministers to declare what their policy was for defence sales or for 
some aspect of them. While many particular questions could be refused on 
the grounds that it was a longstanding policy not to reveal details of such 
sales, ministers plainly felt under recurrent pressure to declare their policy. 
Under the 1939 Act they were able to and did change (Scott 1996, C1.84) 
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the relevant regulations without going to Parliament for an affirmativeor 
negative resolution (Scott 1996, C1.84, 108, 150); though the importance of 
that can be overstated since neither process often stimulates Parliament 
to a genuine policy discussion. Still the parliamentary pressure and 
moral pressure from within Whitehall persisted to declare what the 
policy was. 

However, at every turn there was another and usually greater reason of 
embarrassment to avoid doing so. That was not so much political embar- 
rassment in Britain, though that was a factor, but the difficulty of publishing 
policies which would lead to embarrassment with allies, particularly the 
USA (for example, Scott 1996, D3.36-9). Moreover, it was an area where 
external events were altering so rapidly — the Iran-Iraq war, the ending of 
that war, the Bazoft affair, various problems with hostages, the Salman 
Rushdie affair, and the Iraqi invasion of Kuwait — that policies frequently 
needed to be altered, but the times at which they were altered were just 
those when the most embarrassment at home and abroad might be expected 
from publishing that alteration (Scott 1996, D1.147). Nevertheless a princi- 
pal declared strand of policy for a long time during the Iraq—Iran war was 
that the government was ‘even-handed’ between Iran and Iraq (for 
example, Scott 1996, D1.22, 35 but see D1.37). Yet, such are the ambiguities 
of that word, like its virtual synonym, equal ~- that before Scott it was vari- 
ously held to mean equal outputs — supplying as much to both (Scott 1996, 
D2.3, 27, 195) — equal outcomes — being ready to build up the weaker to 
the level of the stronger (Scott 1996, D2.215-20) — and being equally ready 
to supply the demands of each. Moreover, by any of these interpretations 
Scott claims, with apparent justice, ministers at times were not even handed 
between Iraq and Iran (Scott 1996, D2.29, 80, 111). As newly appointed 
foreign secretary John Major was told the public presentation of sales to 
Iraq and Iran was that they were treated even-handedly, but sales were 
actually tilted towards Iraq. From 1985 policy was meant to be (also Scott 
1996, D2.27) governed by the Howe guidelines which ministers admitted 
to be far from unambiguous (Scott 1996, D2.19-22) which were not pub- 
lished to Parliament immediately but drip-fed later (Scott 1996, D1.154), at 
first inconspicuously (Scott 1996, D1.156). Even then ministers, according 
to Scott, took decisions at variance with them (Scott 1996, D6.355, 6). There- 
after different ministers and departments sometimes interpreted them dif- 
ferently (Scott 1996, D1.56—60, 68, D2.19-~22, 24, D3.155, 165). After lengthy 
discussion (for example Scott 1996, D3.159), the guidelines were changed 
(Scott 1996, D3.93, 96), but Parliament was not told of it (Scott 1996, 
D3.7, 8, 12, 13, 17, 115). But even at the height of the influence of the Howe 
guidelines, Geoffrey Howe, as he later made clear, did not regard them as 
definitive: they were guidelines to be used by civil servants — as, despite 
their ambiguities, they were — but he could override them as a minister 
(Scott 1996, D1.80-2). 

Scott seems to have found this almost incomprehensible, but he does not 
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seem to have recognized the pure Diceyan position he was up against. To 
Scott, a policy was something a government might be expected to stick to 
until it changed it. Moreover, it belonged in law to a departmental minister 
who alone should maintain or alter it (Scott 1996, D1.107). He or she should 
take the initiative in declaring any substantial change to Parliament and 
should certainly reveal it in answers to parliamentary questions. As a com- 
mercial lawyer he would have been fortified in this expectation by observ- 
ing the practice of modern firms which have generally become particularly 
insistent that there are board policies which are binding on all managers 
except in so far as any have delegated authority — usually drawn up in 
precise terms ~ to depart from them. Such precision has been found 
necessary for good public as much as private management. Clarity also is 
necesasry to help establish whether there is a sound basis for a prosecution 
(Scott 1996, G6.1, 2). 

Matters were made worse in this instance because the Howe guidelines, 
in both their original and amended state, were not so much a policy as a 
set of criteria to help decision making between three departments pursuing 
four policies between them (Scott 1996, D8.6). Since their sole policy objec- 
tive was to increase British exports, the DTI, which issued the licences, had 
the simplest policy: issue licences whenever possible (Scott 1996, C2.18). 
The Foreign Office had the infinitely more complicated objective of avoid- 
ing international embarrassment, whenever possible, which often led it to 
oppose the granting of a licence (Scott 1996, C2.42-4). As sponsor of UK 
defence manufacturers part of the Ministry of Defence had an even greater 
incentive to encourage defence sales than DTI had: but another part had 
the role of deciding whether a particular sale would so enhance the military 
capability of a potential enemy that it should be objected to on those 
grounds (Scott 1996, C2.27). MOD apparently did not have their own guide- 
lines, perhaps because they were balancing two policies (Scott 1996, C2.27). 
Thus MOD in each case had to decide which of its two policies should be 
given more weight. The FCO’s own guidelines were a checklist of questions 
(Scott 1996, C2.44, 6), though the licensing authority, DTI could not overrule 
other departments (Scott 1996, C2.63, G5.18). The departments had to 
decide collectively — at official or ministerial level, depending on the impor- 
tance and the extent of disagreement (Scott 1996, D8.6) — which policy 
should prevail and therefore if a licence should be given, except in so far 
as DTI - reasonably, as it was the licensing authority —- decided no impli- 
cations of an application justified putting it to FCO or MOD. 

Given the ambiguity and incompleteness of the guidelines and that, at 
the height of the period, some 98,000 licences for defence sales were being 
issued a year (in 1987, but they fell to 46,000 in 1990 (Scott 1996, 
C2. 18, 19)) — roughly ten a working day for each DTI official engaged in 
handling them - it is, I think, astonishing that the machinery worked as 
well as it did and that there were not (see, for example, Scott 1996, F2.84) 
many more mishaps. Scott often does not give enough weight to the sheer 
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difficulty of handling a large volume of complicated business (but see Scott 
1996, D4.39). 

Does all this imply that government has to work with such ambiguous 
and fluctuating policies or guidelines — upwards to Parliament and down- 
wards to those engaged in daily administration? It may be objected that in 
the area of defence sales extreme ambiguity and flexibility are necessary 
because of sheer complexity (Scott 1996, D1.37-8) and all the secrecy and 
confidentiality problems, to be discussed in section II below. But this Dice- 
yan extremism is to be found elsewhere — in the story of Michael Howard's 
dealings with Derek Lewis (Foster and Plowden 1996, ch. 10) and in the 
TCSC (Treasury and Civil Service Committee) maintaining simultaneously 
that executive agency framework documents should be binding but also 
that ministers should have full Diceyan freedom to change their policies at 
will (Foster and Plowden 1996, ch. 9). 

Even so, the answer is No. Nor used it to be like that. But there are 
problems which there used not to be. Now there are no longer cabinet 
papers, within the machine, one looks for the authoritative internal 
expression of government policy on any matters to cabinet minutes backed 
by papers and records of cabinet committees in so far as policies have been 

there. But now that ministers regularly break the long-standing 
convention that policy should first be announced to Parliament and instead 
make policy statements direct to the media with varying degrees of infor- 
mality, can one be sure which is the authoritative external expression of 
policy, especially when other ministers, even the Prime Minister, make pub- 
lic statements on policy without always clearing them first with the depart- 
mental minister responsible? (Foster and Plowden 1996, chs. 11, 12). Restor- 
ing cabinet papers, ensuring that all policies are cleared through cabinet 
committees and not through a variety of more or less formal ad hoc group- 
ings of ministers and going back to disclosing policy first to Parliament 
would help clarity on what government policy is in many circumstances. 

However, in many matters relevant to Scott the policies were not 
unreasonably determined at a lower level. But note Scott’s observation that 
the MOD Working Group, an important committee for export licensing, 
seemed not to have its terms of reference in writing or kept minutes (Scott 
1996, D1. 103). Once permanent secretaries were as determined as boards 
of companies that, for reasons of good administration, policies must be clear 
enough to be acted on not only, but more especially, when the administra- 
tive process was large and complex, as this one is. Indeed in my experience 
most civil service-initiated bills in the old days arose to remedy what per- 
manent secretaries perceived to be defective processes or procedures: a type 
of legislation for which there is hardly any opportunity or legislative time 
these days, given the surfeit of policy-inspired legislation. Not that it was 
ever easy to persuade ministers to provide parliamentary time for such 
bills, but substantial parts of bills were still often devoted to such tidying- 
up to an extent seldom found since the volume of legislation increased from 
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the early 1980s. What is missing from the Scott report is any hint that the 
permanent secretaries took action to review and amend over-elaborate and 
complex procedures insisting that the guidelines were made sufficiently 
clear to be made easily operational. What we are observing here is one 
aspect of that decline in the power of civil servants which is the most 
important government change since 1979: that erosion, already referred to, 
of the Haldane partnership between ministers and civil servants which has 
turned the second from being policy advisers into being mostly implemen- 
ters. 

Thus I do believe twenty years ago, the civil service would have been 
strong enough to force the policy clarity and changes necessary to make 
such procedures operationally more efficient even in this very difficult area; 
but the consequences of such clarity go much further than administrative 
convenience. For even if that is a main reason for securing clear policies 
and clear amendments to those policies when they change, the fact that 
they exist made it easier for civil servants to insist that the truth is told 
only if the contents of such policies are revealed to Parliament. 


II ACCOUNTABILITY FOR SECRETS 


The observations made in the last section hold more widely than the parti- 
cular matters covered by Scott and there are overwhelmingly strong admin- 
istrative and management reasons in every area of government activity for 
some statement that can be pointed to as the ruling and clear policy 
obtaining at any point of time in that policy area, irrespective of whether 
or not it is disclosed to Parliament and the public. 

However, in defence sales it can also be argued there were always strong 
public interest reasons for not publishing the full truth about the policy 
obtaining. In my judgement it is possible to argue this defence in almost 
every case where Scott, also in my opinion rightly, convicts ministers or 
civil servants of being misleading (which is not saying this may have been 
their sole or main reason for being misleading). One could stop here and 
adopt what I take to be at the heart of the government's position against 
Scott: in all instances mentioned by Scott there were good public interest 
grounds for withholding information from Parliament and the public 
because they related to defence sales on which both policy and detail could 
reasonably be shrouded in secrecy. However, there are two difficulties in 
accepting this as a complete defence. 

The first is that there are many references in Scott to an attitude he found 
towards truth telling to Parliament which goes further in limiting the truth 
told when there are such public interest reasons against disclosure. Again, 
Quinlan’s views are among the more extreme. In the circumstances 
described in Scott, a robust position — similar to that actually adopted by 
Alan Clark, to be analysed in Section IV below (but see also Scott 1996, 
16.381, 2) — would say there is seldom any valid defence reason (Scott 1996, 
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D2. 26 n34: also G5) for refusing an export licence for defence-related goods 
even to Iraq and Iran because, as Scott makes abundantly clear, if they did 
not buy from Britain, there always has been another country willing and 
able to supply their needs (Scott 1996, D2.26, 53, 194, 240, 253, D3.153, 162, 
D5.10, D6.136, 251, 7, 8) and, to a lesser extent, also amply evidenced in 
Scott, because of the difficulty of stopping British exports finding their way 
illegally to an [ran or Iraq through some other country (Scott 1996, D2.361, 
D7.69-98, E2, E3, E4, E5, E6, E7.15, E9.27). Among the countries of which 
it was at various times alleged they would supply defence sales if an UK 
export licence were refused were France (Scott 1996, D7.37), Belgium (Scott 
1996, E6.12) and even the USA (Scott 1996, D6.280). Thus arguably the real 
reasons for refusing licences may be presentational and for the avoidance of 
embarrassment. Occasionally this embarrassment is domestic — particularly 
during such episodes as the Bazoft and the Salman Rushdie affairs; but 
normally it is more because of foreign policy considerations and to avoid 
international embarrassment. Be that as it may, the issue arises of what to 
do when there are valid, or are thought to be valid, public interest reasons 
for not publishing full information to Parliament and the public. In so far 
as ministers make such claims for withholding information, validly or inva- 
lidly, they are de facto not accountable. 

However, the second difficulty with the government’s position is that 
there is another route to accountability. Perhaps what is surprising is that 
Scott makes no mention of this classic solution to the problem: disclosure 
to an opposition privy councillor MP under their privy council oath, though 
he mentioned a similar solution by the US Congress (Scott 1996, D4.59) by 
which details of licence application were shown to a congressional commit- 
tee but with a warning, apparently observed, against publication. Scott 
makes clear both sides of the House have accepted over the years that many 
matters relating to defence sales should not be disclosed. In such circum- 
stances one would hope that Opposition privy councillors - more may be 
needed to be created after a long period in opposition — will accept the 
consequential restrictions on their use of the knowledge gained in this way. 
The crucial distinction Scott wants — and it must be the right one — is that 
ministers should not withhold information from Parliament and the public 
for their own convenience and to avoid their own political and party embar- 
rassment, but to allow them to do so when indeed there are sound public 
interest (or commercial) reasons for non-disclosure. It should be a good test 
of motive for it to be conventional for ministers, pleading the public inter- 
est, to be ready to disclose full information to those senior members of the 
opposition who are those likely to be privy councillors. It is the route which 
in the past has been used as a proxy for normal parliamentary account- 
ability in handling sensitive foreign policy, defence and intelligence issues. 
Though Scott does not suggest this solution, he does refer to a meeting 
between Peter Lilley and Gordon Brown (on similar terms of 
confidentiality) to see if they could agree, as they did, on how the 1939 Act 
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might be amended (Scott 1996, C1.87-98). The failure of that meeting to 
address the real issues or to set much store on accountability (Scott 1996, 
C1. 111) does suggest that the use of the privy councillor oath to achieve 
accountability would be most successful if it were done through the 
medium of a sub-committee of a House of Commons Trade Committee, 
whose members — government side and opposition — were selected because 
they were privy councillors, so that they could develop enough knowledge 
of the issues required. Nevertheless, here is a viable method generating of 
securing accountability where information has to be withheld. It is hard to 
think of a better. 


It ACCOUNTABILITY FOR PROCESS AND PERFORMANCE 


Export licensing ~ with its up to 98,000 licences a year — is a sufficiently 
important processing task for its being worth making into an executive 
agency on such operational grounds. As with so many such old-style civil 
service activities most involved ~ spread across three departments plus the 
intelligence services and using the Customs and Excise as its prosecuting 
arm — were Grade 7 or junior. It would have benefited greatly from a chief 
executive to co-ordinate and as far as possible manage its complex 
processes. 

But, as we point out in our forthcoming book (Foster and Plowden 1996, 
ch. 9) on other grounds it is not suitable for agency status. The objectives 
of the process are complex and continually altering, as has been seen. More- 
over, the process has not only to reflect multiple objectives, but the objec- 
tives of different departments. Because of fluctuations in sensitivity as well 
as in what is considered sensitive, a proportion (almost certainly varying) 
of cases has to go to junior ministers and occasionally higher for decision. 
It is interesting that Scott does not appear to have asked the question of 
first importance to an administrative specialist: what proportion of cases 
rise to what levels in the hierarchy. 

The standard tactic used to be for permanent secretaries occasionally to 
place a high-flier in such a process to comment on its efficiency and re- 
commend changes. There is no evidence of this having been done or of any 
other action being initiated by permanent secretaries to test and enhance 
its operational performance or to check its fairness, until after the Scott 
Inquiry was set up (but see Scott 1996, D3. 126-131 for minor improvements 
made). It would seem that the collapse of the Matrix Churchill prosecution 
itself was needed to stimulate higher civil servants to secure major improve- 
ments. A greater degree of high level supervision, preferably backed by the 
sustained interest of a House of Commons committee in its performance, 
is needed to make such a process accountable and stimulate it to be 
more efficient. 
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In law almost all powers and duties belong not to the Prime Minister or 
to junior ministers, but to departmental ministers (Mount 1992, pp. 146- 
56). Statutes always refer to them. The tradition is that this legal relationship 
is mirrored in an apprenticeship system by which junior ministers are stag- 
ing posts for submissions on their way to the secretary of state, their com- 
ments being given more or less respect depending on the secretary of state’s 
inclination. Generally too, junior ministers have each been given different 
areas of departmental business on which to advise their head. Otherwise, 
they deputize. They make the lesser speeches. Commonly they tell the bad 
news to Parliament and the public. Sometimes departmental ministers have 
given them more responsibility and delegated specific authority to their 
juniors, more especially ministers of state, asking them to chair committees 
or otherwise act for them. An example of this was Reg Freeson at DOE in 
the 1970s whom Peter Shore held in such high regard for his housing 
knowledge that he kept him on a very loose rein. But generally matters of 
any importance or novelty come to the secretary of state for his or hers is 
the policy within which junior ministers work. Their authority is always by 
delegation from the departmental minister, whether that is explicit or not. 

By contrast what one sees in Scott is not only junior ministers being given 
more authority in the field of export licensing, since that could always have 
been done by agreement with the secretaries of state concerned; in general 
one seems to find three ministers, one from each of the relevant depart- 
ments, taking complex and difficult decisions on their own often apparently 
in conditions of great informality, possibly sometimes without civil servants 
present, even occasionally without minutes taken (Scott 1996, D6.256; see 
also D1.98 D6.20) or with them taken by each department separately (Scott 
1996, D6.167, 8) and not always agreeing on what had been decided or more 
often on the reasons for a decision. Scott’s incredulity that in these circum- 
stances a decision taken by a junior minister could be regarded as one taken 
by a secretary of state is palpable (Scott 1996, C1.131; also 2.38). One may 
be detecting a greater adherence to the old ways in the Foreign Office since 
it seems as if more, perhaps even most, decisions Waldegrave took went 
up to be endorsed or rejected by Howe. There is no hint in Scott of any 
terms of reference for this activity or of any formal reporting of its activities 
or minutes: all of which one would once have expected to exist and for 
him to have found what had become a routine activity. Scott apparently 
also found official meetings of which no or imperfect minutes were kept 
(Scott 1996, D1. 103, D5. 11, 33, F4.52, 80, J1.40) or where relevant docu- 
ments were not kept systematically (Scott 1996, D6.128, D8.12). Scott also 
questions how it happened the Prime Minister was not kept informed on 
an issue on which he had asked to be so kept (Scott 1996, D3.102). However, 
this is understandable since a prime minister’s priorities and interests can 
change quickly and can be known within the machine to have done so 
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(Scott 1996, D3. 100). Though he does not say it, that there should be a 
greater formality and therefore accountability is presumably what Scott 
intended by his recommendation that these ad hoc meetings of ministers 
should become an interdepartmental committee (Scott 1996, K3.5), as 
indeed they surely should for both efficiency and accountability’s sake. He 
does however recommend the development of explicit procedures for 
export licensing. Whether practically they can be developed as rigorously 
as he seems to suppose in such a complex and shifting area one may doubt, 
but the tendency behind his recommendation is surely correct (Scott 1996, 
C2.1, K3.1). Elsewhere DTI and FCO (Scott 1996, C2.44) had developed sub- 
stantial procedures (Scott 1996, C2.6-17) while MOD had not (Scott 1996, 
C2.27). 

But what galvanizes this lack of formal accountability into a real issue is 
the curious behaviour of Alan Clark. On the basis of the evidence scattered 
through Scott, the minister, about whom the most unanswered questions 
seem to have been raised, is surely Alan Clark, although Scott says he does 
not subscribe to the simplistic view that all that went wrong was due to 
discrepancies between the evidence Clark gave and his witness statement 
(Scott 1996, G18.1). As his diaries make plain, his period at Defence was 
not one of unqualified ministerial success. By his own account, Margaret 
Thatcher sent him there to undertake the review of defence policy, of which 
he, and perhaps she, believed Tom King as secretary of state, incapable. By 
the end of his time there on both defence policy and the Gulf war he had 
been marginalized; but he does not appear to have been marginalized on 
export licences (Clark 1993). While the minister at the DTI performing this 
function, he seems generally to have backed the approval of export licences. 
This was the policy of the department — though oddly no formal indication 
of this was reported in Scott —- and it would have been reprehensible of 
him to do anything else; though of course, when he met with the other two 
ministers it would have been open to him to let them persuade him that 
their departmental concerns should prevail, which he would have been 
expected to report to his secretary of state. 

However, when he went to the Ministry of Defence and took over the 
parallel function there, he took his DTI policy with him, tending to approve 
export licences (but see for example Scott 1996, D3.79) unless they involved 
nuclear or ballistic weapons (for example, Scott 1996, D1.342, D5.76, 
D6.128, 9, 188, 355, 6.376, D8.6). However, that was not the policy of MOD 
which was rather that the interests of defence sales should always be bal- 
anced against an appreciation of the dangers to Britain of enhancing a pos- 
sible enemy’s military capability: this second objective was the more diffi- 
cult military and technical task (Scott 1996, D2.16-18, D6.354, 5). One can 
understand the annoyance, expressed in Scott, of the experts (Scott 1996, 
D3.138, D6.127, 159, 361-4, 379-80), charged with this second task, that 
Clark seemed to take no notice of their views. If instead he had always 
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examined their views, but overrideen them, they would have had less cause 
for complaint. 

What is extraordinary by traditional standards is that there is no sign of 
what once would surely have happened, that is of the permanent secretary 
or some other senior official mentioning to Clark that, of course, his point 
of view was an interesting one, but as it was in disregard of departmental 
policy, should it not be tested by putting the issue in particular and the 
proposed policy change in general to the secretary of state for decision? In 
the past, the official would invariably secure such an upward reference. 
Sometimes the problem is that departmental policies are not clearly enough 
expressed to make it easy to know what the departmental policy is, even, 
it is suggested, that it is whatever the (departmental) minister thinks at the 
time but that was apparently not the case here. This was of practical sig- 
nificance since it was because Clark went to an extreme of tipping the wink 
to the MTTA that permitting export sales was his policy and yet failed to 
express this clearly within the department, which led directly to the Matrix 
Churchill prosecution and eventually its abandonment by the government 
(Scott 1996, A1.11-14). Alan Clark maintained he was not intimating he was 
turning a blind eye to defence use of the Matrix Churchill machine tools 
at the meeting with the MTTA (Scott 1996, G5.10) though this was the 
impression the MTTA and Matrix Churchill formed (for example, Scott 
1996, G5.16). Nevertheless Sir Robin Butler, Sir Peter Gregson, and Sir Brian 
Unwin (Scott 1996, G5.45) consider his remarks could have been ambiguous 
(see Scott 1996, G5.43) and sought clarification. Clark made an unclear wit- 
ness statement (Scott 1996, G6.19, 22, G8.4-6, 12) and was accused of not 
being prepared to revise that statement (Scott 1996, G6.22, G8.17). When a 
Sunday Telegraph article, thought to be based on a conversation with him, 
made what he said more doubtful, he refused to be interviewed to see if 
he would alter his witness statement (Scott 1996, G8.5-9). A junior official in 
the Customs and Excise prosecution team tried to interview him for further 
clarification. He refused this and was unhelpful to him over the telephone, 
not retracting his position. Scott judges no prosecution could or would have 
taken place if all the documents had been available (Scott 1996, G95, 
G18.12). Scott decides that Clark’s decision on the Matrix Churchill affair 
and his encouragement of these exports was ‘economical with the truth’ 
(Scott 1996, G17.29) until he eventually made his admission in court which 
led to the withdrawal of the prosecution. Whether even so, Customs and 
Excise still had enough information about what Clark had said to have 
aborted the prosecution earlier is also an issue (Scott 1996, G5.34). But it 
may also be of importance in signifying, at least in this case and probably 
in others, the recent growth of a greater informal independence of junior 
ministers. Among its causes, growing stronger in the 1990s, are the 
increased pressure on senior ministers from media attention, more speech 
making outside Parliament, the burden of centralized government and 
more legislation as well as a more divided and divisive government and 
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deeper and more factious policy divisions. The adverse implications are for 
their accountability to the minister with the legal powers and duties, and 
also therefore to Parliament (Scott 1996, D6.365). The dog that did not bark 
was the secretary of state for defence, Tom King. It would have been 
informative if he and his permanent secretary had been asked two ques- 
tions: did you know that Alan Clark was carrying on a policy over defence 
sales apparently at variance with that of the department? If you did, why 
did you not do anything about it? 


V THE ACCOUNTABILITY OF CIVIL SERVANTS TO MORE 
SENIOR CIVIL SERVANTS 


As one finds in most organizations the immediate accountability of civil 
servants is to the person above them. Civil service hierarchies used to be 
long and rigid (though never as much so as in the United States, Light 
1995). The supporting material for policy and other decisions would often 
progress upwards from junior to the most senior civil service levels before 
being put to ministers for decision. Recently, as in private industry, there 
has been considerable delayering and downsizing; but as importantly a 
tendency for more junior civil servants frequently to put matters directly 
to ministers, with no or just a token reference to their civil service seniors. 
Often these forms of delayering are feasible, without loss of efficiency or 
work quality through the use of modern management techniques relying 
on systems and information technology; but such simplification only works 
easily when the activity’s objectives are clear, simple and do not change 
rapidly, so that the executive actions that flow from them can readily be 
monitored as consistent with those objectives and probably the best choices 
in the circumstances. 

However, where objectives are complex and shifting, where several par- 
ties with conflicting interests are involved, where external circumstances 
may also change rapidly and a difficult balance has to be struck quickly, 
judgement and experience are at a premium. (Short) hierarchies in which 
judgements can be checked and tested at different levels will yield better 
advice to ministers and help them to better and more consistent decisions 
which as a result are more capable of explanation and defence to Parliament 
(Foster and Plowden 1996, ch. 11). Not that, even when those hierarchies 
were more solid, ministers automatically paid attention to that advice, but 
there can be a vicious circle here: excessive down-sizing of the hierarchy 
may lead to less considered, tested and therefore more erratic advice which 
will reduce the politicians’ inclination to give weight to that advice. 

Export licences are just such a process of the second kind requiring 
(short) hierarchical treatment. Yet we can see throughout Scott what 
appears to be a decline in the use of hierarchy (though perhaps to a lesser 
extent in the FCO than in the other departments, Scott 1996, D6.119, but 
see D6.157). (In defence of other departments, it may be urged the FCO has 
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been less subject to the increased stresses and strains of government in 
recent years because it has less legislative and other parliamentary 
business.) Senior civil servants scarcely ever appear. The juniors who do — 
usually grade 5 or more junior, often grade 7 — are sometimes open in 
admitting they scarcely read, let alone tested (Scott 1996, D3.35, 
208, D6.102, 157, 9), the papers sent by their own juniors direct to ministers. 
The outcome would seem to be numerous occasions when comparatively 
junior staff, effectively unsupervised, occasionally new to a post and some- 
times even without being able to get the security clearance they need to do 
their job properly (Scott 1996, D6.149-54,G2.7) are not infrequently 
charged by Scott with not assembling all the available relevant facts and 
opinions, of misreading what they have read and of giving factually mis- 
leading submissions to ministers. Scott may here, as often elsewhere, under- 
estimate the pressures of time, given inadequate resources and of course 
did not have to mention the undoubtedly far greater number of occasions 
when their advice to ministers was well-founded; but that reinforces the 
conclusion that what we seem to be observing here is a downsizing of the 
administrative policy hierarchy too far, and a decline in the oversight given 
to what were commonly difficult policy issues: a decline of accountability 
within the civil service which had here an adverse effect on the account- 
ability of ministers to Parliament and the public, as well as responsible at 
least in part for the mistaken judgements by and within government which 
brought about the appointment of Scott. One knows that the recent delayer- 
ing of government departments has made more common what may then 
have been a rare experience. 


VI ACCOUNTABILITY OF CIVIL SERVANTS TO MINISTERS 


Scott is least illuminating on this relationship because he may not fully 
understand it. The legal (and academic) model he relies on — of all relevant 
information to the matter in hand being personally considered by a judge 
and jury ~ cannot be used to describe decision-making in government or, 
for that matter, large business corporations. Companies vary greatly in the 
extent to which their top executives are able to and do immerse themselves 
in the detail of the business; but in general a well-run business will go to 
great lengths to delegate authorities for action and advice systematically, 
so that it is written down who is responsible for verifying every fact and 
opinion for top executives to use. Even though external circumstances may 
sometimes alter rapidly and radically, such delegation is possible because 
any firm’s overall management objectives are comparatively simple and 
those running it therefore can be ruthless in establishing their priorities. 
Moreover, if a firm’s top management is regularly overloaded and does 
nothing about it, the future of that management and possibly of the firm 
will be threatened. 

To a far greater extent ministers have complex and shifting objectives, 
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are under continuous pressure from more sources to react to external events 
and simply have to take an order of magnitude more decisions by law and 
custom than the busiest businessman. A minister who aimed to take almost 
any decision after personally studying all the relevant information would 
be doomed. Hence the unreality for example of Scott’s various suggestions 
that ministers should be made aware of certain information or should per- 
sonally decide what information justifies PI certification (Scott 1996, 
G13. 32). Even the cleverest ministers may jeopardize their success by decid- 
ing to study all the documents relevant to a major policy area for which 
they are responsible; but, while they attempt this, being unable to deal 
effectively with all the other issues that keep crowding in — many unpre- 
dictably — all the time. Moreover, the pressures are so variable that 
decisions that a minister can take with reasonable deliberation at one time, 
the pressures of other immediate business will prevent him doing at 
another. 

The alternative model which used to be at the heart of the British practice 
of administration is this Haldane relationship of partnership between min- 
isters and civil servants. It depended on civil servants being involved in 
virtually all decisions ministers make, presenting them with the relevant 
evidence or summaries of it and noting both their decisions and the reasons 
for them. In an ideal world, where time was abundant, every such 
decision — be it high policy or an export licence - would occupy one or 
even several meetings. In an imperfect world the most important decisions 
would follow such meetings, but so variable and unpredictable are the 
pressures of business, that even very important decisions may have to be 
taken without such meetings, a tendency which has grown in many depart- 
ments in the 1990s. Hence the impracticality of Scott proposing that certain 
decisions, such as the granting of PU certificates, be always taken personally 
by the minister. 

Thus civil servants are always looking for indications of what decisions 
and principles underlying ministers’ decisions, they can observe. In the 
slacker times of the year they will arrange meetings with ministers to estab- 
lish such analogies and precedents for particular classes and types of 
decisions. Then when, as usually happens, the decision-making process is 
crowded, they can put decisions into ministerial boxes with advice on what 
is lawful, what is government policy, what the minister’s own precedents 
would support and therefore, if the minister is consistent, what discretion 
he or she has left, hoping the minister will have the time to indicate, as 
they normally do, the decision wanted. But if the pressures are very great — 
and it must also be remembered ministers vary in their capabilities — the 
civil servants have no alternative but to take the decisions they believe 
ministers would have taken if they had had the necessary time (Crossman 
1975, p. 22). Hence Scott’s protestations that certain decisions should have 
been taken by ministers or evidence considered by them personally escapes 
the realities of an overloaded ministerial life. 
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By contrast any attempt to import the legal (or for that matter academic) 
model of accountability - which seems likely to gather some weight, given 
the recent breaking-down of the old Haldane alternative (Foster and 
Plowden 1996, ch. 10) — can only begin to work if ministers drastically 
reduce the number of decisions they take: a development for which there is 
much to be said on other grounds. If such decisions are to remain politically 
accountable that means in practice a huge shift of function and decisions 
to local or regional government, not possible of course in defence. If the 
decentralization is to be within a department, greater clarity in how policies 
are expressed would be essential so that junior officials and ministers 
operating the policy may have a clearer understanding of a criteria under 
which they are operating. By contrast the problem of ministerial overload 
has been made worse in the 1980s and 1990s, not only by increasing cen- 
tralization of decision making and a huge increase in the volume of legis- 
lation as well as by other developments in how ministers spend their time, 
but also by the greater decay of the Haldane relationship since the events 
happened on which Scott reported. 


VI ACCOUNTABILITY TO PARLIAMENT AND THE PUBLIC 


Scott gives numerous examples of where ministers and occasionally civil 
servants in his judgement misled Parliament. Sometimes information was 
withheld on the ground that it should remain confidential in the public 
interest, though Scott often decides that in the cases he examined this was 
neither an adequate nor the real reason. Sometimes it would appear a cock- 
up: harassed officials under pressure not drawing the right facts from a 
mass of documents (for example, Scott 1996, D6.73-106, D8.12-4, F2, F3.80, 
6.35, 6) though, as I have already argued, that will have been made likelier 
by the over-thinning of the administrative hierarchy in some areas, not 
enough involvement of more senior officials and sometimes too much 
informality. 

However, in my judgement, underlying and reinforcing these factors is 
that withering away of the old Haldane notion of a partnership in which 
civil servants worked together in openness and its replacement by rele- 
gation of civil servants to a remoter implementation role with a more spas- 
modic involvement in policy making and the presentation of policy. Essen- 
tially under the old ways, truth-telling to Parliament depended on civil 
servants knowing enough to be able and ready to remind ministers at all 
times of the difference between what was true and what was merely con- 
venient in the expectation that, however inconvenient, ministers could be 
persuaded towards avoiding an untruth. The system was far from perfect 
and resulted in less than the full disclosure needed for real accountability, 
but in my experience civil service antennae were always acute enough to 
make what could sometimes be a fine distinction between not volunteering 
information, which a parliamentary question did not call for, and actual 
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untruth. Whatever its shortcomings as a basis for full accountability, it was 
much better than what Scott often seems to have found in the areas he 
surveyed. 

In the evidence he presents one can see the old ways crumbling at top 
and bottom. Answering a parliamentary question should normally be a 
matter for the departmental minister who has the legal responsibility and 
is closer to the scene, with advice from the civil servants involved. Thus it 
seems extraordinary that a statement should be whisked up to Downing 
Street and altered by an unknown hand — the handwriting was not recog- 
nized — without any reference back to check the facts (Scott 1996, F4.26— 
44). Who doctored it: a minister, a No 10 civil servant, a spin doctor, some- 
one from Central Office? There seems no way of knowing. 

Towards the bottom of the hierarchy Scott found examples of civil 
servants apparently over-eager to find words for ministers which were 
convenient rather than truthful (Scott 1996, D3.34, D4.35, D6.133 et seq, 
148, F3.84-8, F4.29, G6.51, G17.12-16). Again, little if any involvement of 
more senior officials, a sense that ministers would disregard one’s advice 
unless one competed for their favours and even possibly growing insecurity 
of tenure may have contributed to these lapses. 

But what to do about it? One almost certainly cannot go back to the old 
ways without strengthening them considerably. But it would be a start for 
the government to rescind the deeply damaging restatement of a civil ser- 
vant’s duty made by Sir Robert Armstrong in 1985: ‘Civil servants are ser- 
vants of the Crown. For all practical purposes the Crown in this context 
means and is represented by the Government of the day’ (Armstrong 1985). 

Not only was this inaccurate in terms of previous practice and precept 
within the civil service; but it has helped undermine any independent pos- 
ition civil servants had as watchdogs of truth. However, a re-assertion of 
such a duty beyond that to ministers begs the real question of how any 
such duty is to be enforced and expressed, since the Crown has no investig- 
ative powers or sanctions of its own. One can think of various sanctions. 
One would be the ministers’ nightmare of a panel of judges able, Scott-like, 
every year to investigate areas of government of their own choosing, even 
at random and report on them as Scott did, that is, to have the freedom to 
investigate in this sphere that Nolan apparently has in his. Perhaps a more 
palatable expedient would be to set up something like the French Conseil 
d'Etat - possibly composed of retired permanent secretaries, experienced 
ex-ministers and some independents with relevant experience who would 
have similar - Ombudsman-like powers — to investigate defective account- 
ability and other aspects of maladministration. 

However, a more logical and British way out would be, first, to make 
civil service accountability for the truth be to Parliament, more realistically 
to the House of Commons, and then, since this in itself would not achieve 
enough, more especially, to the relevant parliamentary committees. How 
to do this - how the apparent alternative of a Freedom of Information Act 
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would not do it and might make accountability worse; how to achieve the 
necessary changes in machinery at the top of government better to antici- 
pate problems and conduct business; how to restore and improve mech- 
anisms for clarifying and recording policy; how to re-equip in competence 
and number the middle ranks especially of hierarchies and avoid so many 
of the problems exemplified in the Scott report; how to require the top civil 
service to have a responsibility for the integrity of the government process — 
are all too large topics to be addressed in this article. Moreover, Francis 
Plowden and I have put out more detailed proposals elsewhere (Foster and 
Plowden, ch. 11). But unless Parliament takes positive action one way or 
another, the deficiencies in parliamentary accountability Scott found will 
not be rectified. Since we are observing the decay of imperfect but working 
conventions and their replacement by high-handed and arbitrary action by 
the executive, it is not fanciful to compare this situation with that of Charles 
I. It is right to recall that in raising ship money, Charles did not break a 
law but a longstanding convention as to how the Crown as Executive 
should behave towards Parliament. The true offences Scott found were not 
those of individuals but the failure of a system, principally because of the 
decline of old conventions, which had achieved a tolerable accountability 
most of the time when government was simpler. While one can question 
how far his remedies might be successful, one cannot challenge his evidence 
of decay and the problems that decay has created. 

In conclusion, though there are other more fragmentary sources, the Scott 
report evidence shows better than any other source how recent changes in 
the practices of government have eroded accountability. Once the Diceyan 
view of the extent of ministerial power, tempered by a perceived obligation 
not to tell an untruth to Parliament, may have provided sufficient account- 
ability for a less complicated government; but various changes, principally 
the expulsion of civil servants from the old Haldane relationship of partner- 
ship with ministers and the decay of the conventions of cabinet government 
make it no longer adequate. Of course, there was always evasiveness and 
ellipsis, but the memory of them disguises the fact of real decline from 
older and more historically minded eyes. 

Strenuous efforts are needed to restore accountability and with it the 
possibility of good government. Whether the changes required are to be 
called constitutional may be a matter of semantics. Certainly they are 
important changes, but if by constitutional one means — as is perhaps the 
most meaningful use of the word — laws entrenched so that they are harder 
to change than ordinary laws, then the need for them is not obvious. Many 
of the most important safeguards against abuse of power in Britain are not 
even ordinary laws but conventions of Parliament. It is the Commons, or 
ministers ready to use their majority in the Commons, which need to be 
persuaded to act if the lessons of Scott are to be learnt and effective account- 
ability achieved. Is the Commons as jealous of its prerogatives against the 
executive as it used to be? In particular, as a large part of any effective 
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remedy and the necessary instrument of any such remedy, will the Com- 
mons act to enable the civil service to restore and indeed improve standards 
of accountability? Perhaps there is hope that ministers will prove readier 
to work with and through Parliament to overcome these difficulties because 
more alive to the danger that it is their own power and reputation which 
is most at risk from the diminished competence of government and that that 
incompetence is inherently connected with the various aspects of defective 
accountability as illuminated by Scott. Otherwise one fears stark alterna- 
tives: a continuing decline in the consistency and competence of much pub- 
lic administration or the greater entry of judges and the law into adminis- 
trative processes. 


NOTES 


1. Sir Richard Scott’s Report of the Inquiry into the Export of Defence Equipment and Dual- 
Use Goods to Iraq and Related Prosecutions, 15 February 1996. 1806 pp. plus appendices, 
London, HMSO. Bracket references in the text are to his chapter and paragraph numbers 
These references are not intended to be exhaustive. 

2. In the author’s experience it was also to be found in the construction of the report of the 
Sizewell Inquiry to which he was an assessor. He is indebted to his memory of the many 
discussions he then had with Sir Frank Layfield on the appropriateness in various circum- 
stances of different forms of inquiry and inquiry features; but he is of course wholly respon- 
sible for the conclusion he draws from those memories. 

3. Francis Plowden and I argue in our book there are many reasons, including the decline 
of the necessary machinery within government, why such consistency has been harder to 
achieve recently. 


REFERENCES 


Armstrong, Sir Robert 1985. The duties and responstbhilittes of croil servants m relation to mmisters. Note by the 
Head of the Civil Service. London: Cabmet Office. 

Clark, A 1993. Diaries London Weidenfeld and Nicolson. 

Craig, P.P. 1989, Administratroe law. London. Sweet and Maxwell. 

Crossman, RHS 1975. The diaries of a cabinet minister: 1964-6 London Hamish Hamulton and Jonathan 
Cape. 

Day, P. and R Klein. 1987. Accountabilities London: Tavistock. 

Dicey, A.V. The law of the constitution (published in 1885 and re-published, edited by E.C S. Wade as late 
as 1959). 

Foster, C D. and FJ Plowden. 1986 State under stress. Oxford Oxford University Press. 

Gearty, C. 18 April 1996. ‘Review of Scott’, London Review of Books pp. 6-8 

Hennessy, P 1990 Whitehall, London: Fontana 

——~. 1990, Hidden wires. London. Gollancz 

Jowell, J. and D. Oliver. 1989. ‘The rule of law today’, in The changing constituhon Oxford Clarendon Press. 

King, A 1975 ‘Overload: problems of governing ın the 1970s’, Political studies 22, 2-3, 284-90 

Light, F.C 1995. Thickening government Washington. Brookings. 

Mount, F 1992. The British constitution now. London: Mandarnn 


Date recerved 10 June 1996. Date accepted 20 August 1996. 


© Blackwell Pubhshers Ltd 1996 


THE SCOTT REPORT 


VERNON BOGDANOR 


The Scott report shows that the two most serious allegations made against minis- 
ters - that they conspired to sell lethal arms to Iraq in violation of government 
guidelines, and that they conspired to send innocent men to prison — are unfounded. 

The inquiry violated the Salmon guidelines for the conduct of tribunals and is 
further evidence that an informal tribunal of this type is less well-equipped to exam- 
ine a matter causing nation-wide public concern and to secure justice to individuals, 
than a statutory tribunal appointed under the Act of 1921. 

Nevertheless, the Scott report raises three issues of fundamental constitutional 
importance — ministerial seiner! to which the final section of the report is 
devoted, freedom of information which Sir Richard regards as a corollary of minis- 
terial accountability, and the proper relationships between ministers and civil ser- 
vants. 

Sir Richard believes that constitutionally improper things occurred during the 
period which his inquiry covers. The fact that no minister or civil servant paid any 
penalty casts doubt as to whether ministerial accountability is a genuine convention 
of the constitution or a convenient fiction enabling both ministers and officials to 
evade responsibility. 


PART I 


In a letter to The Sunday Times on 25 February, ten days after publication 
of the Scott report, Sir Julian Critchley, MP, declared that ‘Richard Scott 
will become if not the Edwina Currie of contemporary fiction, then the 
Joan Collins’. Such a comment shows how severely emotionally attenuated 
the lives of most Members of Parliament must be. For the Scott report is 
anything but an exciting document. It comprises, even without oral or writ- 
ten evidence, five volumes, containing over 1,800 pages plus appendices.’ 
Nor, unlike almost every similar inquiry, does it contain a summary either 
of its findings or of its recommendations. There is, therefore, no alternative 
to reading the whole report in order to obtain an accurate picture of it. 
There can be few who will follow this course. “The number of people who 
will read Scott’, declared Lord Howe of Aberavon, the former Foreign Sec- 
retary, a particular target of Scott’s criticism and himself a persistent critic 
of Scott, 
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in any 12 months will be limited to the numbers you can count on the 
fingers of two hands, and almost all of them in universities. I think that 
it is, in that sense, a catastrophic document, because nobody can find, I 
cannot find my way around it and I am trying to trace things that I have 
said or done and I am unduly familiar with it. 


Asked in the House of Commons Public Service Committee by Dr. Anthony 
Wright, MP, ‘Will those few people who read it get an accurate picture of 
what government was like?’ Sir Geoffrey replied, 


I do not think so, quite frankly, I think that it lacks perspective and 

coherence . . . I just think it is a great tragedy that an inquiry as important 

as this, and there were undoubtedly issues that needed to be inquired 
into, is so, in Lord Jenkins’s words ‘Jacking in pellucidity’. 

Lord Howe's criticism is not unfair. The lack of pellucidity of the report 
in part explains how it was that government and opposition spokesmen 
were able with, no doubt, equal sincerity, to draw quite contrary con- 
clusions from the report. The government declared that the report entirely 
exculpated them, while Paddy Ashdown, told party workers in Hertford- 
shire on 24 February, that ‘Lord Justice Scott’s verdict is simple and power- 
ful. A crime has been committed against Parliament, against established 
standards, and against openness and honesty in government. The govern- 
ment’s response is simple and cynical. They admit a crime but have decided 
no-one is to be found guilty of it’. 

The Scott inquiry was set up in November 1992, following the collapse 
of the Matrix Churchill trial in which three senior executives of the Matrix 
Churchill company had been charged with export control offences based 
upon an alleged deliberate deception of the government as to the intended 
use of machine tools for which export licences had been sought. The 
defence of the accused executives was in part based on the allegation that 
Alan Clark during his time as Minister of Trade at the DTI had connived 
at the deception by encouraging exporters to be less than frank, when 
export licences were being applied for, as to the purposes for which the 
Iraqis intended to use the machine tools. Following the cross-examination 
of Mr. Clark at the Matrix Churchill trial, leading counsel for the pros- 
ecution, Alan Moses, QC, told the Court that the prosecution case was no 
longer tenable. The jury was directed to bring in a verdict of ‘not guilty’ 
and the defendants were acquitted. 

The collapse of the Matrix Churchill trial gave rise to two serious alle- 
gations against ministers. The first was that there was government com- 
plicity in exporting to Iraq lethal arms in violation of its guidelines. The 
second was that, in the pursuance of this policy, ministers were prepared 
to allow innocent men to be sentenced to prison and used Public Interest 
Immunity certificates to deny them materials which they needed for their 
defence. 

If the Scott report is unclear on many of the issues with which it deals, 
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it is at least clear on this, that these allegations against ministers are quite 
unfounded. ‘The papers which I have seen’, declares Sir Richard in his 
report, ‘clearly show that the Government was not prepared to countenance 
the supply of lethal equipment to either Iran or Iraq. When applications 
for such exports were made they were generally processed very quickly 
and were invariably rejected’ (D7.19). In the House of Lords debate on the 
Scott report on 26 February, Margaret Thatcher declared that no British 
lethal equipment was found on the battlefield after Kuwait was liberated. 
Britain was indeed almost the only industrial country, if not the only indus- 
trial country, to apply such stringent guidelines on the sale of arms to Iran 
and Iraq. 
The second charge is equally unfounded, Sir Richard finds: 


I do not regard the charges [that the Ministers who signed the PII cer- 
tificates were seeking to deprive defendants in a criminal trial of the 
means by which to clear themselves of the charges] as fairly levelled .... 
... in relation to a legal issue of some complexity the Ministers were 
entitled to rely on advice from their lawyers and cannot be blamed for 
following it. Moreover, all of them knew that the last word was with 
the Court. The charges to which I have referred are not, in my opinion, 
well founded (G18.106). 


Ministers and civil servants assumed, when the Scott inquiry was insti- 
tuted, that Sir Richard would confine himself to investigating these two 
allegations, which, they believed, could be speedily refuted, and that, 
accordingly, a short report would be rapidly produced showing that the 
wilder charges made by opposition politicians and by the media could not 
be sustained (private information). 

Instead Sir Richard took over three years to produce his report which 
contains a highly detailed, if not obsessional account of government policy 
for the period which it examines. There is, in Peter Shore’s words, ‘more 
description of the particular problem of the minutiae of policy-making and 
the administration of policy once it has been made than I have seen any- 
where in my political life’ (House of Commons Public Service Committee 
1995-96, Q.220). But the report also raises three fundamental constitutional 
issues: ministerial accountability, to which the very final section of the 
report (pp. 1799-1806, K8.1-16) is devoted; freedom of information, which 
Sir Richard regards as a corollary of ministerial accountability; and the 
relationships between ministers and civil servants. These are the consti- 
tutional issues to be considered in this article. (For a more detailed dis- 
cussion of ministerial accountability, see Bogdanor 1996.) First, however, it 
is worth looking at the constitutional status of the inquiry itself. 


PART II 


From the middle of the 17th century to the time of the First World War, 
the normal method of investigating the alleged misconduct of ministers or 
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officials where this gave rise to public disquiet was by means of a Select 
Committee of the House of Commons. This method, however, was dis- 
credited by the Select Committee on the Marconi affair which divided on 
party lines in 1913. Since then, no matter of this kind has been investigated 
by a method which is clearly too open to party influence. 

In 1921, the Tribunals of Inquiry (Evidence) Act was passed, providing 
for the establishment of tribunals to deal with matters arousing public dis- 
quiet. These tribunals were to enjoy the same powers, rights and privileges 
as are vested in the High Court or in Scotland the Court of Session. Tri- 
bunals set up under the 1921 Act can enforce the attendance of witnesses 
and examine witnesses under oath. Such tribunals may also authorize those 
appearing before them to be legally represented. Tribunals of this type have 
investigated such matters as the budget leak in 1936, the bribery of minis- 
ters — the Lynskey Tribunal of 1948 — the alleged improper disclosure of 
information relating to the raising of Bank Rate in 1957, the Aberfan disaster 
of 1967, ‘Bloody Sunday’ in Northern Ireland in 1972 and the conduct of 
the Crown Agents in 1982. 

An alternative procedure which might conceivably have been adopted 
to investigate the allegations concerning exports to Iraq, would have been 
to establish a Committee of Privy Counsellors such as was used in 1955 to 
examine security procedures in the public services following the defection 
to the Soviet Union of Guy Burgess and Donald Maclean or in 1982 to 
review the government’s actions in the period up to the Argentine invasion 
of the Falklands. In the case of the Falklands Islands review, the Prime 
Minister, Margaret Thatcher, suggested to the Chairman 


that should the Committee wish to criticize any individual it should, 
before incorporating that criticism in its report, give the person con- 
cerned details of the criticism, and an opportunity to make represen- 
tations, orally or in writing. At that stage the Committee would have to 
decide whether to allow the individual concerned to be legally rep- 
resented (House of Commons 1982a). 


The advantage of this procedure was well stated by Humphrey Atkins, 
one of the Foreign Office ministers who had resigned at the outset of the 
Falklands crisis. He declared that he was pleased that a judge had not been 
appointed to the inquiry since 

this is not an inquiry for a judge. There is no justiciable issue. There 

is a great need for an understanding based on experience of how the 

Government machine works. Without such knowledge it would be diffi- 

cult, perhaps impossible, to know the right questions to ask. If the right 

questions are not asked, the right conclusions will not be drawn and the 
right lessons will not be learnt (House of Commons 1982b). 


The disadvantage of such a procedure, however, is that the members of 
the committee would be chosen by the government and opposition front 
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benches. It would be accused by hostile critics of being dominated by the 
Establishment and its conclusions might not command general confidence. 

Perhaps for this reason, the government decided not to adopt this form 
of procedure. Instead, it proposed an ad hoc non-statutory inquiry of a type 
which has in the past been set up from time to time to investigate matters 
of public importance. The most prominent of such inquiries before the Scott 
inquiry were the Crichel Down inquiry of 1954 and the Denning inquiry 
into the Profumo affair in 1963. The record of such inquiries does not 
inspire much confidence. 

The Crichel Down inquiry was conducted by Sir Andrew Clark, a former 
Conservative parliamentary candidate, said to have been the only man able 
to lose Barnet for the Conservatives. The Clark inquiry was conducted on 
more adversarial lines than either the Denning inquiry on the Profumo 
affair or the Scott inquiry. There were leading Counsel representing both 
sides of the argument with a Queen’s Counsel in the middle. Counsel 
were present throughout the hearing and were able to examine and cross- 
examine witnesses and make submissions. 

The main weakness of the Clark inquiry, however, was its reliance upon 
a single investigator to discover the truth. The Clark report has been 
decribed by LF. Nicholson in his book on Crichel Down (1986, p. 120) as 
‘a necessarily amateur approach by a single investigator to very complex 
professional matters’. It is indeed replete with errors both of fact and of 
law. Indeed, in the very first paragraph of his factual narrative, Sir Andrew 
both misdated the year in which Crichel Down was acquired by the Air 
Ministry, and stated falsely that the land was compulsorily acquired. Sir 
Andrew was a bitter opponent of the public control of land. His report 
attacked the integrity and conduct of civil servants who were unable to 
make public their side of the case. Yet, as Nicholson has shown, civil ser- 
vants had a stronger case than was apparent at the time. Despite this, all 
but one of the officials criticized by Clark had their careers blighted. The 
then Permanent Secretary at the Department of Agriculture wrote to his 
minister, Sir Thomas Dugdale, on 17 May 1954 ‘there has been a feeling 
that the staff of the Ministry did not receive fair play at the enquiry ... 
there is a feeling that Sir Andrew Clark himself did not display complete 
objectivity and lack of prejudice’ (Nicholson 1986, p. 163). F.P. Mallows, a 
lawyer working for the Ministry of Agriculture, declared that ‘Of course, 
the lesson of the Crichel Down Inquiry is, never under any circumstances 
in future to have such an inquiry again’ (Nicholson 1986, p. 206, emphasis 
in the original). 

Lord Denning’s inquiry into the Profumo affair faced similar problems. 
The Royal Commission on Tribunals of Inquiry, the Salmon Commission, 
declared in its report in 1966 that 


Lord Denning had in effect to act as detective, solicitor, counsel and 
judge. In spite of the many serious defects in the procedure, Lord 
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Denning’s report was generally accepted by the public. But this was only 
because of Lord Denning’s rare qualities and high reputation. Even so, 
the public acceptance of the report may be regarded as a brilliant excep- 
tion to what would normally occur when an inquiry is carried out under 
such conditions (Cmnd 3121, 1966, para. 21). 


Lord Denning himself said of his inquiry that it was ‘not a suitable body 
to determine guilt or innocence. I have not the means at my disposal. No 
witness has given evidence on oath. None has been cross-examined. No 
charge has been preferred. No opportunity to defend has been open... 
(Cmnd 3121, 1966, para. 37). 

The Denning report has provided scurrilous entertainment for gener- 
ations of undergraduates, yet, since the witnesses were not on oath, there 
is no reason to believe the evidence which they gave, especially as many 
of them had financial motives for producing stories which could later be 
sold to the newspapers. Lord Denning admitted the difficulties involved in 
establishing the truth, but had no doubt that ‘I have been told as much 
truth without an oath as if it were on oath’, a statement which those unable 
to share Lord Denning’s belief in his own judicial infallibility might find 
difficult to accept (Cmnd 2152, 1963, para. 6). 

The Salmon Commission concluded that ‘the measure of acceptability’ 
which the Denning report received ‘was due to the exceptional qualities 
and standing of Lord Denning alone’ and that it should be regarded as ‘a 
brilliant exception’. The conditions under which Lord Denning was 
required to operate militated against natural justice since, were an adverse 
finding to be made against someone he might feel ‘and the public might 
also feel that he had a real grievance in that he had had no chance of 
defending himself’ (Cmnd 3121, 1966, para. 37, 38). 

For this reason, the Salmon Commission declared that ‘if in the future 
there is a nation-wide crisis of confidence about any matters of this kind 
they should in our opinion be investigated before a Tribunal appointed 
under the Act of 1921’. Its conclusion was quite unequivocal. 


We recommend that no Government in the future should ever in any 
circumstances whatsoever set up a tribunal of the type adopted in the 
Profumo case to investigate any matter causing nation-wide public con- 
cern. For the reasons we have stated, we are satisfied that such a method 
of inquiry is inferior to, and certainly no acceptable substitute for, an 
inquiry under the Act of 1921 (Cmnd 3121, 1966, paras. 41, 42). 


It is difficult to understand why the government ignored this unequivocal 
conclusion when setting up the Scott inquiry. 

The government did, however, offer Scott a lifeline. Speaking as Presi- 
dent of the Board of Trade in the House of Commons on 23 November 
1992, Michael Heseltine stated that ‘Lord Scott knows that if he feels unable 
to obtain satisfactory attendance or answers, he is free to ask the Govern- 
ment to convert the inquiry into a 1921 Act inquiry. If he asks, the Govern- 
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ment will agree to his request’ (House of Commons 1992). It is difficult to 
understand why Sir Richard did not avail himself of this opportunity 
offered by the government. 

Instead, Sir Richard compounded the government's initial error in not 
setting up a statutory tribunal by adopting procedures which made his 
inquiry a travesty of natural justice. Any procedure which relies solely on 
one judge, however eminent, is of itself suspect. Outside Northern Ireland, 
it is only in minor criminal cases before a stipendiary magistrate that a 
judge sits alone. There is a French tag, juge unique, juge inique. Sir Richard 
ought to have taken more notice of it. 

Lacking experience of government or the public service, Sir Richard 
might at least have appointed lay assessors as Lord Justice Croom Johnson 
and Lord Justice Bingham did in the Crown Agents and BCCI Inquiries 
respectively, both of which Sir Richard has cited at various times as pre- 
cedents for his own inquiry. Without the assistance of other judges or of 
lay assessors, Sir Richard had to act as detective, inquisitor, prosecutor and 
judge — not a happy combination. The counsel to the inquiry, Presiley Bax- 
endale, QC, acted in effect as a second prosecutor. The two of them, work- 
ing in tandem, made the inquiry appear hostile to witnesses whose conduct 
was being investigated. One ex-minister, Sir Richard Luce, declared after 
appearing before the inquiry, ‘I had faced an aggressive interrogation by 
questioners who appeared to act as prosecuting advocates rather than inde- 
pendent seekers after truth’ (Sunday Telegraph, 29 October 1995). 

The Salmon Commission, in drawing up rules for the conduct of statu- 
tory tribunals recognized that witnesses before an inquisitorial tribunal 
were in an exceptionally difficult position and should be accorded every 
possible safeguard. It saw ‘no reason why a witness who in the public 
interest is to be subjected to an inquisitorial form of inquiry and its attend- 
ant publicity should not be accorded the elementary right of being rep- 
resented should he consider himself to be in peril’ (Cmnd 3121, 1966, 
para. 54). Yet neither Sir Richard nor Ms. Baxendale drew any distinction 
between examination-in-chief or cross-examination of witnesses. Indeed 
there was no independent cross-examination of any witness. Nor was there 
any counsel for the defence to represent those witnesses against whom alle- 
gations were made in the report. There was in fact just one defence lawyer, 
conceded after what Sir Richard describes as ‘a tediously lengthy exchange 
of correspondence between my Inquiry and a firm of London solicitors act- 
ing for an important witness’ (Scott 1995, p. 603). 

Sir Richard decided to abandon four of the six ‘cardinal principles’ laid 
down by the Salmon Commission for the conduct of statutory inquiries. 
The guidelines which Sir Richard ignored were: 


2. Before any person who is involved in an inquiry is called as a witness 


he should be informed of any allegations which are made against him 
and the substance of the evidence in support of them. 
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3a. He should be given an adequate opportunity of preparing his case 
and of being assisted by legal advisers. 


4. He should have the opportunity of being examined by his own solici- 
tor or counsel and of stating his case in public at the inquiry. 


6. He should have the opportunity of testing by cross-examination con- 
ducted by his own solicitor or counsel any evidence which may affect 
him (Cmnd 3121, 1966, para. 32). 


Sir Richard decided to interpret the Salmon principles ‘flexibly’ ~ the very 
sin of which the government was accused with regard to exports to Iraq. 

Under the Scott procedures, a witness could be accompanied by a legal 
adviser, but the adviser could not address the inquiry or question wit- 
nesses. Counsel were to be seen but not heard — and seen only while their 
client was presenting oral evidence. 

Sir Richard has defended his departure from the Salmon principles by 
arguing that cross-examination would have considerably delayed the 
appearance of his report. This argument is specious. No one would suggest 
that there ought to be an automatic right of cross-examination afforded to 
every person affected by the evidence of another witness. Instead, the pro- 
per scope of cross-examination would have to be determined by a judicial 
ruling if necessary. Both Sir Louis Blom-Cooper and Sir David Calcutt QC 
have disputed the proposition that cross-examination would mean delay. 
There is, declares Sir Louis, ‘Some profit in clearing the proposition that 
legal representation equals prolixity and protracted proceedings. . . . Experi- 
ence indicates that counsel for parties are often able to sift the wheat from 
the chaff. ... They can, and do, facilitate rather than handicap the process 
of inquisition’ (Blom-Cooper 1994, p. 2). Sir David Calcutt in a lecture to 
Gresham College on Government Inquiries in January 1994 declared that 
‘Where counsel can properly and responsibly exercise some restraint, com- 
petent representation often leads to a saving of time’. 

Scott took over three years to report. By contrast, the Edmund Davies 
inquiry into the Aberfan disaster in 1967 heard 136 witnesses guided by 9 
teams of Counsel and solicitors over a period of 76 hearing days. The report 
itself was completed and approved for publication within nine months of 
the disaster. 

The result of the procedure adopted by Sir Richard was that a witness 
against whom allegations were made could not test by cross-examination, 
conducted by his own advocate, evidence against him. The proceedings 
resembled a game of blind man’s buff, with only Sir Richard and Presiley 
Baxendale being in a position to gain a comprehensive and synoptic view 
of the proceedings. Witnesses were unable to obtain an overall perspective, 
while the conclusions reached by the juge unique could not be tested with 
legal representatives. 

This gave rise to two risks ~ the risk of error and the risk of injustice to 
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individuals. As we have already seen in the context of the Crichel Down 
report, these are not merely theoretical risks. 

Sir Richard’s fundamental defence of his procedure was that he was 
engaged in an inquisitorial procedure and not an adversarial one. His pur- 
pose was to discover the truth rather than to determine guilt or innocence. 
The inquiry was, however, inquisitorial in form only. For its purpose was 
to determine whether ministers or officials were culpable in deliberately 
and knowingly misleading Parliament. Its purpose was not merely inquisi- 
torial but to investigate alleged misdemeanours of ministers and officials. 
The terms of reference, announced on 16 November 1992, and published 
in para. A2.2 of the Scott report, provide, inter alia, that Scott examine 
‘whether the Departments, Agencies and Ministers operated in accordance 
with the policies of the Government’. 

The outcome of the Scott report might well have been the resignation of 
ministers and loss of reputation or even disciplinary proceedings against 
civil servants. Ministers, however, could and did defend themselves in Par- 
liament. They were able to say, backed by the Conservative Party machine 
that they ‘rejected’ Scott’s criticism. Civil servants, however, were allowed 
no such luxuries. They were allowed to reply to criticisms made by Scott 
only in a very limited way, and they could not simply ‘reject’ Scott’s verdict. 
Instead, they might have had to await the findings of disciplinary proceed- 
ings instigated against them. 

Although in fact, no disciplinary proceedings were instituted against any 
civil servant, there was always the danger that ministers, eager to offload 
responsibility from themselves, would succeed in transferring it to officials. 
That is what happened with Crichel Down. Even so, any civil servant critic- 
ized in the Scott report is likely to suffer loss of reputation and might have 
his or her career blighted as did all but one of the officials criticized over 
Crichel Down. 

Sir Richard sought to mitigate the criticisms made of his procedures by 
giving anyone criticized the chance to reply before the report was pub- 
lished. Indeed, everyone criticized in the report was given two oppor- 
tunities to reply to criticisms. Individuals, moreover, could put forward 
new evidence if they so wished. Lord Howe’s lawyers apparently presented 
a 68 page document with extensive annexes, while William Waldegrave’s 
lawyers apparently submitted a 128 page submission with extensive 
annexes (Muttukumaru 1996, p. 21). 

Unfortunately, however, this procedure served only to worsen the situ- 
ation for two reasons. The first was that it took a long time — around a 
year — as long perhaps as a 1921-type tribunal would have taken to cross- 
examine witnesses. Second, and more important, the process of reply took 
place in secret so that there is no way in which any member of the public 
can assess the validity of replies to criticisms or whether Sir Richard was 
right to be affected by them. Such cross-examination as occurred took place 
behind closed doors. It is impossible, therefore, to assess the value of the 
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considerations presented to Scott at this stage, nor why some of them 
seemed acceptable in mitigation while others did not. Thus it is impossible 
to evaluate the force of the considerations brought into play against the 
early drafts. With legal counsel, by contrast, there is a process of oral argu- 
ment and evidence and this would have made it possible to understand 
how Scott’s mind moved towards its conclusions. 

Were any ordinary citizen to be arraigned under procedures similar to 
those adopted by Sir Richard, the protests from civil libertarians would 
have been loud indeed. But civil servants are unlikely to find many voices 
being raised on their behalf insisting that they receive fair treatment. It is 
difficult, all the same, to understand how so respected and fair-minded a 
judge as Sir Richard allowed himself to become involved in so serious a 
breach of natural justice. 


PART Ul 


Sir Richard’s conclusions on ministerial accountability are contained in the 
final section of his report (pp. 1799-1806, K8.1-K8.16). For him, the essence 
of accountability lies not in the liability of ministers to resignation, but in 
the ‘obligation of ministers to give information about the actions and omis- 
sions of their civil servants’. It is this obligation to provide information 
which ‘lies at the heart of Ministerial accountability’ (K8.2). 

The government, in response to recommendations made by the Nolan 
Committee on Standards in Public Life, intends to amend the first para- 
graph of Questions of Procedure for Ministers, the Cabinet Office (1992) docu- 
ment codifying the obligations of ministers, so as to define this obligation 
of accountability more closely. The amendment will include the following: 


(iii) Ministers must not knowingly mislead Parliament and the public 
and should correct any inadvertent errors at the earliest opportunity. 
They must be as open as possible with Parliament and the public, with- 
holding information only when disclosure would not be in the public 
interest. 


In the House of Commons debate on the Nolan report, Roger Freeman, 
Chancellor of the Duchy of Lancaster, clarified that the public interest 
should be determined: ‘in accordance with established Parliamentary con- 
vention, the law and any relevant Government Code of Practice’ (House of 
Commons 1995). 

The adverb ‘knowingly’ in the amended version of Questions of Procedure 
for Ministers (Cabinet Office 1992) has been the subject of some debate. For 
Sir Richard declared that, although William Waldegrave, and other minis- 
ters had misled Parliament, they had not done so knowingly. They had 
believed at the time, however unreasonably, that the false statements which 
they had made to the House of Commons on the export of defence equip- 
ment and dual-use goods to Iraq, were in fact true. It was this defence that 
saved Waldegrave from censure by the House of Commons. 
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Sir Richard argued that ‘The qualification of “mislead” by the addition 
of the adverb “knowingly” does not, to my mind, make any material differ- 
ence to the substance of the obligation resting on Ministers not to mislead 
Parliament or the public’ (K8.5). He is correct surely. Witnesses in courts 
of law may, and no doubt frequently do, give misleading evidence. But, 
unless they give such misleading evidence knowingly, they cannot be 
held culpable. 

Whether, however, the obligation on ministers not knowingly to mislead 
Parliament ‘lies at the heart’ of ministerial accountability or whether it con- 
stitutes a sufficient explication of it, is much more doubtful. While it is 
reasonable to suggest that a minister cannot be held liable to blame for 
everything that happens in his or her department, ministers nevertheless 
might be held accountable for rather more than Sir Richard suggests. 

In a House of Commons debate on ministerial responsibility on 12th Feb- 
ruary 1996, Roger Freeman, Chancellor of the Duchy of Lancaster, 
declared that 


Ministers take personal responsibility for five fundamental areas: the 
policies of their Departments; the framework within which those policies 
are delivered; the resources allocated; such implementation decisions as 
the framework documents for agencies may require to be referred to 
them or agreed with them; and their response to major failures or 
expressions of parliamentary or public concern, in the sense of demon- 
strating what action they have taken to correct a mistake and prevent 
its recurrence (House of Commons 1996). 


Ministers, then, are responsible for organizing their departments effec- 
tively as well as for their policies. Thus a minister can be criticized, not 
only for misleading Parliament, but also for incompetence or negligence. 
This was the accusation made against Waldegrave by Lord Callaghan in 
the House of Lords debate on the Scott report. Callaghan implied that Wal- 
degrave, in his assertion that the guidelines on defence sales to Iraq were 
‘reinterpreted’ rather than ‘altered’, was being either naive or deceitful. ‘Tf 
not a knave’, Callaghan asked, ‘what was he, a simpleton?’, to which Lord 
Hailsham replied, ‘Neither. He is a fellow of All Souls College, Oxford’. 
Callaghan’s riposte was ‘Perhaps then ... he was a clever silly. That is it’ 
(House of Lords 1996). 

The Scott report, however, raises what must be the crucial question about 
ministerial accountability — how can it be enforced in a House of Commons 
dominated by party politics and an adversarial political system. In theory, 
the House of Commons can enforce the resignation of a minister who has 
breached the code, but, under modern conditions of strict party discipline, 
that will hardly ever occur. In the Commons debate on the Scott report, 
after all, only one MP from a major party defied his Party’s whip. Questions 
of Procedure for Ministers (Cabinet Office 1992) and other codes regulating 
ministerial behaviour, lay down admirable sets of principles to which min- 
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isters are supposed to adhere. In the absence of any means of making these 
principles effective, however, they seem doomed to remain little more than 
pious aspirations. Ministerial accountability is, after all, an obligation owed 
to Parliament. How can Parliament make it effective? 

The Scott report offers little by way of answer to this question, and this 
is perhaps its greatest weakness. Sir Richard puts the onus entirely on min- 
isters to adhere to the rules. But, if ministers always obeyed the rules, there 
would, after all, be no need for the kind of inquiry that Sir Richard under- 
took. Sir Richard suggests no reforms by means of which Parliament might 
more easily be able to pin responsibility upon erring ministers. 

Elsewhere, however, — in his evidence to the House of Commons Public 
Service Committee and in his Blackstone Lecture on ‘Ministerial Account- 
ability’, reprinted in Public Law (1996), Sir Richard does propose reforms 
which would tend to pin ministers to their obligations. He proposes four 
such reforms. The first is a Freedom of Information Act. This is considered 
in part IV. The second is a revision of the Osmotherly Rules so that, when 
something has gone wrong, civil servants are enabled to give evidence to 
Select Committees on matters of fact, rather than policy, in their own 
names, rather than in the name of their minister (House of Commons Public 
Service Committee 1995, 0.394, 400 and 402). The third is the creation of 
an official, analogous to the Ombudsman, whose task it would be to moni- 
tor answers to Parliamentary Questions to ensure that they were not mis- 
leading and did not unnecessarily withhold information (Q.413 and 414). 
The fourth was to make the convention of ministerial accountability jus- 
ticiable (Scott 1996, pp. 17-18; Bogdanor 1996). 


PART IV 


Ministers, such as William Waldegrave, who had misled Parliament on 
defence sales to Iraq, were able to escape censure by the House of Commons 
by arguing that they had not knowingly misled Parliament. For censure to 
be justified, there has to be some personal involvement by a minister in 
wrongdoing. The corollary, however, as Sir Richard points out is 


an acceptance of the obligation to be forthcoming with information about 
the incident in question. Otherwise Parliament (and the public) will not 
be in a position to judge whether the absence of personal knowledge 
and involvement is fairly claimed or to judge on whom responsibility 
for what has occurred ought to be placed (HC 115, K8.16). 


In 1994, the Treasury and Civil Service had declared that ministerial 
accountability ‘depends upon two vital elements: clarity about who can be 
held to account and held responsible when things go wrong: confidence 
that Parliament is able to gain the accurate information required to hold 
the Executive to account and to ascertain where responsibility lies’ (HC 27, 
1993-4, i, para. 132). At present, however, the onus is on Parliament and 
on the Ombudsman to show that information is not contrary to the public 
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interest. A Freedom of Information Act, by contrast, would shift the onus 
so that ministers would be required to be forthcoming with information 
unless there were good reasons approved by Parliament why they should 
not. “True accountability’, one witness had told the Treasury and Civil Ser- 
vice Select Committee, ‘requires some genuinely independent source of 
information’ (HC 27, —ii, p. 23, para. 4). Thus the Scott report raises the 
question of whether ministerial accountability, if it is to be effective, requires 
a Freedom of Information Act. 

Current practice on freedom of information is governed by the non-statu- 
tory Code of Practice on Access to Government Information, which became 
operative on April Fools Day 1994. This Code provides for a semi-voluntary 
scheme of disclosure. It commits government departments and various 
other public bodies to ‘publish the facts and analysis of the facts which 
the Government considers relevant and important in framing major policy 
proposals and decisions’, together with explanatory material, reasons for 
administrative decisions, and a range of information on the public services 
‘in accordance with the Citizen’s Charter’. Where the government refuses 
to provide information on request, there is an appeal to the Ombudsman 
as an external adjudicator. The Ombudsman has a statutory power to obtain 
information from government departments. His recommendations are not 
binding upon the government, but he can report critically to the Select 
Committee on the Parliamentary Commissioner, and this, in the past, has 
proved a powerful weapon. The Campaign for Freedom of Information 
however, has pressed for a statutory code, since the current Code, being 
non-statutory, is not legally enforceable. Thus, the government could, in 
the last resort, refuse to comply with a recommendation of the Ombuds- 
man. The Campaign admits that such a contingency would probably prove 
‘a rare event’, but argues that, nevertheless, ‘it signifies that the Government 
will ultimately have the last word — not the basis for a fundamental change 
in culture’ (cited in House of Commons Public Service Committee 1995, 
HC 313-i, para. 149). 

More important perhaps are the two limitations on the government's 
commitment to provide information. The first is that the government 
accepts no obligation to provide information in its raw form, i.e. documents, 
as distinct from information. The second is that there is a wide and numer- 
ous list of exemptions, comprising fifteen categories where the government 
is under no obligation to provide information under the Code. When the 
Code was published, the government declared that it would review the 
exemptions. It did so, but did not alter them. 

Three of the categories of exemption were directly relevant to the issues 
discussed in the Scott report. The first is ‘Defence, security and international 
relations’, which includes: 


(a) Information whose disclosure would harm national security or 
defence. 
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(b) Information whose disclosure would harm the conduct of inter- 
national relations or affairs. 

(c) Information received in confidence from foreign governments, foreign 
courts or international organisations. 


The second is ‘Internal discussion and advice’, which covers: 


Information whose disclosure would harm the frankness and candour 

of internal discussion, including: 

— proceedings of Cabinet and Cabinet Committees; 

— internal opinion, advice, recommendation, consultation, and deliber- 
ation; 

— projections and assumptions relating to internal policy analysis; 
analysis of alternative policy options and information relating to 
rejected policy options; 

— confidential communication between departments, public bodies and 
regulatory bodies’. 


The third controversial category of exemption is ‘third party’s commer- 
cial confidences’, that is: 


— Information including commercial confidences, trade secrets or intel- 
lectual property whose unwarranted disclosure would harm the com- 
petitive position of a third party. 


In the case of each of these categories, however, there is a public interest 
test, the Code declaring that ‘it should be considered whether any harm or 
prejudice arising from disclosure is outweighed by the public interest in 
making information available’ (Cabinet Office 1994, paras. 1, 2,13). The 
Ombudsman, in investigating a complaint that a department or public body 
has refused to provide information can make a judgment for himself as to 
whether the public interest requirement is met. There is, therefore, some 
external monitoring of the way in which the public interest test is used. 
Nevertheless, the restrictions on the provision of information probably 
mean that, even if the Code had been operative during the 1980s, MPs 
would not have been better informed on matters relating to the export of 
defence materials to Iraq, since the government would have brought into 
play the public interest test. 

Of the three categories of restriction mentioned above, that concerning 
‘internal discussion and advice’ is the one which it would be most possible 
to relax. Indeed, a key issue in freedom of information is the distinction 
between ‘information’ and ‘advice’. Governments have hitherto taken the 
view that the publication of advice would compromise the non-partisanship 
of the civil service. For a Select Committee might then be able to tell a 
minister, “The advice which your officials gave you was better than the 
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decision which you took’. The particular position which a civil servant took 
in discussions with ministers would be noticed, and this might make him 
or her unacceptable to a government of a different political colour. Suppose, 
for example, that a civil servant was seen to be arguing strongly for rail pri- 
vatization. 

It is not immediately obvious, however, why greater visibility should 
compromise the political neutrality of the civil service. Perhaps advice from 
civil servants has less in general to do with advising on such questions as 
‘Should there be rail privatization?’ than with advising on questions such 
as ‘Given that the railways are to be privatized, what is the best way of 
doing it?’ Rail privatization is, after all, an issue for the political parties not 
for civil servants. 

There is one example from British public administration, not completely 
analogous but suggestive nonetheless, which seems to refute the idea that 
publication of advice would undermine the candour with which officials 
give advice. Since April 1994, the minutes of the monthly meetings between 
the Chancellor of the Exchequer and the Governor of the Bank of England 
have been published six weeks after each meeting. These have not had the 
effect of compromising the position of the Governor even where there have 
been policy differences with the Chancellor. Admittedly, the Governor is 
not a civil servant, and he is in a more independent statutory position than 
a civil servant. He is therefore not required to speak as the alter ego of his 
minister in the way that a civil servant is required to do. This distinction, 
however, does not seem to have any bearing on the point at issue which 
is that the Governor has been able to preserve his position of political neu- 
trality. 

Moreover, the erosion of the political neutrality of the civil service does 
not seem to have occurred in New Zealand, a Westminster-type system 
which has freedom of information legislation and in which there is a ‘will- 
ingness to release a considerable proportion of internal discussion once a 
decision had been made. This included not only factual analysis and 
research but also surveys and analysis of all the policy options, whilst 
excluding the final sensitive advice to Ministers’ (House of Commons Select 
Committee 1995-6, para. 48). More generally, the House of Commons Select 
Committee on the Parliamentary Commissioner for Administration found 
that “The drafting of documents had become more focused and relevant. 
Standards of administration had improved in that FOI had encouraged 
objective, reasoned and defensible decision-making .... The dire forecasts 
made at the introduction of FOI as to its effect on candour of advice had 
not been borne out by events. FOI had also resulted in greater public par- 
ticipation in policy debate’ (House of Commons Select Committee 1995-6, 
HC 84, paras. 16, 17 and 18). 

There would seem to be scope, therefore, for amending the Code so that 
material relating to internal discussion could be released after the relevant 
decision has been taken. It is not clear whether this would have affected 
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the Matrix Churchill trial or other matters concerning the export of defence 
materials to Iraq. Nevertheless, the Scott report is bound to give encourage- 
ment to supporters of Freedom of Information legislation and to put the 
issue back on to the political agenda. 


PART V 


The final constitutional issue raised by the Scott report concerns the 
relationship between ministers and civil servants. It appears most graphi- 
cally in para. D4.13 which discusses the position of Mark Higson who was, 
from March 1989 to January 1990, desk officer for Iraq within the Middle 
East Department. One of his duties was to prepare drafts of letters to be 
sent by FCO ministers answering queries relating to Iraq. Higson believed 
that letters prepared for William Waldegrave, the Minister of State, were 
untrue, a criticism which Sir Richard finds ‘well founded and justified’ (HC 
115, D4.13). Higson resigned from the FCO in January 1990. He told the 
Scott inquiry that ‘not telling the truth’ was ‘one of the contributory reasons 
for why I actually left the FO’ (written evidence of Mark Higson to Scott 
inquiry, p. 71). He is now, apparently, unemployed. 

There is no indication in the Scott report of whether Higson took his 
complaint either to his Permanent Secretary or to the Cabinet Secretary, the 
appropriate channel for formal complaints at the time. Nor is there any 
indication of whether Higson took his complaint to his civil service union. 

The interesting question is whether Higson’s position would have been 
strengthened under the new Code which came into operation in 1996, and 
which introduced a new independent appeals system in the form of an 
appeal to the Civil Service Commissioners. Would the Commissioners have 
been prepared to tackle powerful ministers who would insist that they and 
they alone should be able to decide how to present government infor- 
mation? 

One difficulty with the new system, pointed out by the Nolan Committee 
is ‘the requirement that all internal avenues of appeal must be exhausted 
before the Civil Service Commissioners become involved’. For this reason, 
the Nolan Committee took the view ‘that the minimal use made of the 
previous appeal mechanism to the Head of the Home Civil Service {only 
one appeal in eight years) may be replicated under the new system’. The 
Nolan Committee also quoted the words of Lord Armstrong, the former 
Cabinet Secretary, on the new procedure. ‘I don’t know that an appeal to 
the First Civil Service Commissioner is any less intimidating than an appeal 
to the Head of the Home Civil Service’. What was needed, according to the 
Nolan Committee, was ‘a parallel system allowing staff to raise concerns 
in confidence without necessarily having to take them through the manage- 
ment structure in the first instance’ (Cm 2850, 1995, para. 53). 

In 1985, Sir Douglass Wass, the former Permanent Secretary to the Treas- 
ury proposed to the Treasury and Civil Service Committee that the inde- 
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pendent appeals mechanism be an ‘Inspector General’ who, analogously to 
the Ombudsman, could report to a Select Committee of the Commons as 
a last resort (Treasury and Civil Service Committee 1985, paras. 4, 13). The 
creation of an Inspector General might well serve to strengthen rather than 
weaken ministerial accountability. The Ombudsman, after all, has strength- 
ened ministerial accountability by pointing out where maladministration 
has occurred so making it possible for ministers to take corrective action. 
An Inspector General would strengthen ministerial accountability by ensur- 
ing that ministers did not seek to evade its application. With the assistance 
of the relevant Select Committee, the Inspector General would be assisting 
Parliament to pin responsibility on to the minister concerned. Such a figure 
would be in a stronger position in dealing with a powerful minister than 
the Civil Service Commissioners. 

The new procedure has further weaknesses in that the new Code is in 
general terms and insufficiently specific. It concentrates upon the duties of 
civil servants and has little to say on the duties of ministers. Questions of 
Procedure for Ministers contents itself with saying that ministers have a ‘duty 
to refrain from asking or instructing civil servants to do things which they 
should not do’ (para. 55). That is a tautology dressed up as guidance. But 
the new Code adds nothing to it. Further, the new Code does not draw a 
precise line between what is a matter for government and what is party 
political. Is it appropriate, for example, to ask a civil servant to assist with 
back-bench amendments to bills? The new Code gives no answer. These 
weaknesses were pointed out in the author's evidence to the Nolan Com- 
mittee (Cm. 2850, 1995, If, pp. 219-20). 

The new Code gives civil servants the right in the last resort to an inde- 
pendent appeal. Is there a case for strengthening it so that officials should 
be given a duty in the last resort to report breaches of the principle of minis- 
terial accountability; should they also be protected from wrongful dismissal 
if they do report such breaches? The new Code does not protect the whistle- 
blower. Is whistleblowing always wrong? In the 1930s Wing Commander 
Torr Anderson gave Churchill private information concerning Britain's 
defence weakness which was being concealed by the government. Churchill 
told him that ‘loyalty to the State must come before loyalty to the Service’ 
(Gilbert 1994, p. 126). 

In their role as accounting officers, Permanent Secretaries are under a 
duty to whistle blow if they believe that monies have been inappropriately 
. spent. Should this duty be extended? In Sweden and the United States, 
there is constitutional protection for officials who, in the words of the US 
Whistleblower Protection Act of 1989, ‘disclose Government illegality, 
waste and corruption’. Since 1978, there has been an independent Office of 
Special Counsel whose task it is to protect officials, receive disclosures of 
wrongdoing and to require that they be investigated. The Act, however, 
protects officials from wrongful dismissal only in cases where it turns out 
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that the disclosure of information was justified. This is to prevent mischief 
making or frivolous use of the power to whistleblow. 

The Scott report highlights once more the issue of the ethical duties and 
responsibilities of ministers and officials. Richard Mottram, Permanent Sec- 
retary at the Ministry of Defence, told the House of Commons Public Ser- 
vice Committee investigating ‘Ministerial Accountability and Responsi- 
bility’ that 


one of the very positive results of Sir Richard Scott’s Report is that there 
is a much more acute sense inside departments of the responsibilities of 
officials. ... I think officials are now much more aware of their responsi- 
bilities for the way in which they support Ministers, the need not to 
mislead either Ministers or thereby risk misleading Parliament (House 
of Commons Public Service Committee 1995, 0.989). 


The Scott report perhaps strengthens the case for suggesting, first, that civil 
servants have a duty to the public interest, a duty to the state over and 
above their duty to the government of the day; and second, the deep need 
within the British system of government for some reference point to moni- 
tor the observance of constitutional conventions. It is no longer satisfactory 
to remain content with a constitution which all too often means what the 
party in power says it means. 

For there is, at the end of the day, reason for some disquiet at the after- 
math of the Scott report. Six months after its publication, the issues with 
which it dealt seem entirely lost from public view. It is doubtful if more 
than one in a hundred electors would be able to remember just what the 
issues were. Yet Sir Richard was clear that ministers had failed to discharge 
their obligations and that the constitution was breached. In giving evidence 
to the House of Commons Public Service Committee, Sir Richard was asked 
by Dr. Anthony Wright MP, 


Did something constitutionally improper happen? 
He replied: 

Yes, I think it did and I said so. 
Dr. Wright continued: 


Did ministers behave in ways that Ministers ought constitutionally not 
to have behaved? 


Sir Richard’s response was: 
I have said so, yes. 
Dr. Wright then asked: 


Was Parliament denied information that Parliament constitutionally 
ought to have been provided with? 
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And Sir Richard replied: 


I think so, yes (House of Commons Public Service Committee 1996, 
Q.378-380). 


The fact that constitutionally improper things can occur without anyone, 
whether minister or civil servant, paying the penalty, casts some doubt, 
surely, as to whether concepts such as ministerial accountability and. 
responsibility remain genuine conventions of the constitution or fictions, 
designed to obscure the way in which our system of government actually 
works. It is perhaps in drawing attention to the feeble state of our consti- 
tutional morality rather than in his obsessively detailed account of the 
export of defence equipment and dual-use goods to Iraq, that the true sig- 
nificance of Sir Richard’s report lies. 


NOTES 


1. Report of the Inquiry into the Export of Defence Equipment and Dual-Use Goods to Iraq 
and Related Prosecutions (HC 115, 1996). 
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THE POLITICAL AND ADMINISTRATIVE 
CONSEQUENCES OF JUDICIAL REVIEW 


SIMON JAMES 


Academic analysis of judicial review is confined largely to juridical commentaries 
in legal journals. This article, written from an administrator’s viewpoint, examines 
its consequences for the power of government, for administrative behaviour, for 
constitutional dynamics, and for the scientific study of policy-making. It distingu- 
ishes a four-fold effect on administrators, including a substantial element of inhi- 
bition, and highlights the uncertainty created by the incremental and inconsistent 
development of the principles of judicial review. In constitutional terms, while the 
courts eschew national security and economic policy, they have in other fields 
explicitly created a process of accountability parallel to that of Parliament, and have 
resisted statutory attempts to limit their jurisdiction. Analysed in terms of political 
science, judicial review imposes unrealistic standards of administrative conduct, 
entrenches the role of pressure groups, and places on public bodies legalistic 
requirements that they may not be equipped to fulfil. The combination of these 
pressures, exacerbated by further expansion of the scope of the judicial review, are 
likely to increase friction between judiciary and government, possibly precipitating 
a crisis. 


INTRODUCTION 


The impact of judicial review on politics and administration has attracted 
much public comment but relatively little analysis. In part this is because 
the cases that catch the headlines - GCHQ, the Pergau Dam affair, the 
Criminal Injuries Compensation case — attract sensationalist coverage that 
squeezes out deeper analysis. But also most of the commentary has 
appeared in legal journals, rather than in those devoted to public adminis- 
tration, and the apparent unwillingness of public lawyers and public 
administrators to reach each others’ scholarship has hampered debate. 
This article is quite deliberately not an examination of the phenomenon 
from the juridical point of view. Instead it examines judicial review from 
the standpoint of an administrator concerned to tease out its consequences 
for the power of government, for administrative behaviour, for consti- 
tutional dynamics, and for the scientific study of policy-making. It is open, 
no doubt, to criticism for lack of technical expertise; but that is the risk you 
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run when attempting to bridge the gaps that separate lawyer from political 
scientist, and academic from practitioner. 


WHAT HAS CHANGED, AND WHY 


Judicial review is a legal mechanism by which the decision of a public 
authority may be challenged in the courts on the grounds that it is illegal, 
unreasonable or unfair. In the 1940s and 1950s such challenges were 
infrequent and rarely succeeded. But in the past twenty-five years the pos- 
ition has changed dramatically. The number of judicial review cases in 
England and Wales rose from 160 in 1974 to over 1,230 in 1985, and to 
some 3,200 in 1994. (A similar development has been apparent in Scotland, 
although this article confines itself to England and Wales.) 

Recent research by the Public Law Project (Sunkin et al. 1993a) has pro- 
vided a revealing breakdown of these figures. Roughly half of all challenges 
concern homelessness or immigration. These fall to judicial review more or 
less by default, for want of any other channel of appeal. Indeed, the Law 
Commission (1994) has suggested creating a separate procedure for home- 
lessness appeals. Nor is it correct to think of judicial review as biting mainly 
on central government, although defeats inflicted on ministers will catch 
the largest headlines. An equal or larger number of cases are brought 
against local authorities or tribunals (Sunkin ef al. 1993b), and there is also 
a sizeable trade in public authorities taking each other to court. 

This article concentrates on the consequences of this expansion of judicial 
review, rather than on the reasons (for the latter, see Griffith 1991 and James 
1996). Here I will do no more than summarize the causes: 


(1) Social attitude: a decline in public deference towards authority and 
a greater willingness to argue the toss with the powers that be. In 
recent decades this has been reinforced by the growth of con- 
sumerism and the move from consensual to contractual approaches 
in the delivery of public services. 

(2) The growth of government activity and legislation, and particularly 
the proliferation of secondary legislation bestowing on ministers 
power to govern by regulation. 

(3) The limitations of Parliament as a means of controlling government. 
In institutional terms this has been recognized by, amongst other 
developments, the creation of ombudsmen. In political terms it was 
dramatized by the Crichel Down case in which the Home Secretary, 
Maxwell-Fyfe, actually promulgated a restricted formulation of the 
circumstances in which a minister should be held responsible for the 
conduct of his officials. 

(4) Technical simplification of judicial review when, in 1977, the complex 
and arcane rules for seeking review were greatly simplified. And once 
a few well-publicized cases had made headlines, the legal profession 
woke up to its potential as a weapon: nothing succeeds like success. 
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(5) A gradual but substantial shift in judicial attitudes away from the 
relatively restricted role adopted in the 1940s and 1950s towards a 
more interventionist role. Lord Kilmuir, Lord Chancellor from 1956 
to 1963, openly encouraged this, telling the House of Lords that the 
law was ‘a dynamic force [that] should be brought in to help in the 
solutions of the great problems of a modern state’ (Hansard, House 
of Lords, 26 July 1956, col. 350) and a series of activist judges like 
Lords Reid and Denning took him at his word. This change of atti- 
tude applied across the field of litigation; but administrative law, so 
long a barren field, was an obvious candidate for judicial initiative. 

(6) The view recently attributed to a minority of High Court judges that 
the judges enjoy a sovereignty parallel to that of Parliament, and may 
overrule statutes or acts of the executive which offend against certain 
constitutional principles, notably those of fundamental human right 
(Irvine 1995). 

(7) The impact of European law, which is usually drafted in less specific 
terms than British law and so requires of judges a greater measure 
of interpretation, and has also habituated them to the idea that parlia- 
mentary statutes may be overriden by a higher authority. 

(8) Greater judicial activism in many Commonwealth countries, whose 
legal judgements have long been applied in the British courts, and in 
European countries such as Germany and France, to which they now 
need to have regard. 


Judges often emphasize that judicial review is not an appellate jurisdic- 
tion but a supervisory one. By this they mean that it is not an all-purpose 
appeals procedure for citizens to challenge decisions they dislike; the courts 
only establish certain broad parameters of legality outside which decision- 
makers should not stray. An application for judicial review must be based 
on one of the three grounds summarized by Lord Diplock in the GCHQ 
case: 


illegality — in other words, the decision-maker acted outside the power 
conferred on him or her. 


irrationality — that no reasonable person could have reached the decision 
complained of. 

procedural impropriety — for example, because a prescribed procedure 
was not followed, or because the authority making the decision failed 
to observe the rules of natural justice, or because the procedure was 
unfair towards a party affected by the decision. 


At first sight these three grounds may appear quite limited. Indeed, in 
the 1940s and 1950s the judiciary took a very restrictive approach, refraining 
from striking down decisions unless an administrator either breached 
explicit statutory provisions, or took a decision — in the words of the classic 
‘Wednesbury’ judgement — ‘so unreasonable that no reasonable body could 


© Blackwell Publishers Ltd 1996 


616 SIMON JAMES 


have come to it’ (Associated Provincial Picture Houses Ltd. v. Wednesbury 
Corporation [1947] 2 AER 680, CA). But since the 1960s the judges have 
given themselves increasingly more scope by moving away from the nar- 
row question of vires — was the decision-maker acting within his powers? — 
and developing the concepts of procedural impropriety and irrationality. 
Procedural impropriety is now more or less equated with procedural fair- 
ness, and includes requirements (depending on circumstances) to give those 
affected by decisions a chance to state their views before the event, and to 
behave in an even-handed manner without discrimination. Irrationality 
now includes being influenced by irrelevant considerations such as fear of 
political embarrassment, as well as the more traditional ‘Wednesbury’ 
grounds. 


THE IMPACT ON GOVERNMENT 


Two previous analyses published in Public Administration, by Rawlings 
(1986) and Feldman (1988) both categorize in broadly similar terms the 
effects of judicial review on decision makers. Of the two, I find that of 
Feldman the more helpful, particularly since it draws a useful distinction 
between administrative duty and administrative discretion. Feldman distin- 
guishes between three effects of judicial review: 


(a) directing, the relatively narrow function of compelling the adminis- 
trator to adhere to stated legal powers and duties; 

(b) limiting, a broader activity which sets limits to the administrator's 
exercise of a discretion; and 

(c) structuring, by establishing parameters — moral or procedural ~ con- 
straining future administrative activity. 


Of these, the first is pretty familiar as the long-established approach to 
judicial review, applicable even in the 1940s and 1950s: essentially the ques- 
tion of legal vires. Feldman observes (and this is why I prefer his 
categorization) that direction applies essentially to the question of an 
administrator’s duties, while the ‘limiting’ and ‘structuring’ functions apply 
more to the exercise of administrative discretion, limitation of which has 
been one of the growth areas of judicial review since the 1960s. The struc- 
turing function, says Feldman, ‘involves making explicit some of the values 
and goals which are to guide decision-makers. It takes in the heads of 
judicial review called “irrationality” and “procedural impropriety” ... it 
represents a prior control’. 

The problem with this form of prior control, as Feldman observes, is that 
the values and goals seen as desirable by judges may conflict with what 
administrators and politicians see as desirable goals in the wider public 
interest. And as Rawlings points out, the sporadic nature of judicial rulings 
makes this at best an intermittent and erratic form of control, which he 
likens to guerrilla warfare. 
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I agree with all this. But if we approach the problem from another angle, 
the impact on administrative behaviour, it is possible to discern a more 
complex, four-fold categorization of the impact of judicial review. I would 
distinguish between: 


a cancelling effect, striking down individual decisions; 


a corrective effect, making administrators review or reverse the policy or 
procedure underlying the decision struck down; 


a restrictive effect, trammelling future policy developments or use of 
government powers; 


an inhibittve effect, compelling authorities, when taking decisions or 
developing new policies, to trim their sails in apprehension of judicial 
challenge. 


To start with the cancelling effect, when an authority loses a case it must 
reconsider the decision. The court usually will only strike down the 
decision, not substitute its own. The extent of remedial surgery required 
will depend essentially on the grounds for the review. If the decision was 
procedurally unfair — a statutory consultation was flawed, or somebody 
with an interest was not consulted — or if it was irrational in the sense of 
considering irrelevant matters or not considering some relevant factor — 
generally, the authority need only repeat the decision-making process. If it 
avoids a similar mistake second time round the authority can, if it sees fit, 
reach the same decision again. On the other hand, if the decision was illegal 
in the traditional ‘vires’ sense, or if the decision was irrational in the 
‘Wednesbury’ sense — ie. downright perverse - it may well prove 
beyond salvage. 

The corrective effect comes into play if the deficiency lies not just in the 
circumstances of the individual case, but in the underlying policy or pro- 
cedural practice. The impact of such a defeat will vary according to the 
circumstances. Two cases illustrate different ends of the spectrum. In 1994, 
as part of the latest local government reorganization exercise, the Environ- 
ment Secretary issued guidance to the Local Government Commission that 
he expected the review to create many unitary authorities. Lancashire and 
Derbyshire successfully argued that this was an abuse of the minister’s 
discretion. The flaw was rectified simply by deleting the offending words 
from the minister’s guidance: rather embarrassing, but not too disruptive — 
indeed, the review did eventually create some unitary authorities (R. v. Sec- 
retary of State for the Environment ex-p. Lancashire County Council and 
another [1994] 4 AER 165; Department of the Environment 1994). 

At the other end of the spectrum, an adverse judgement can destroy a 
policy. In 1976 the Court of Appeal declared invalid government guidance 
to the Civil Aviation Authority which had led to the revocation of the 
licence for Freddy Laker’s cut-price ‘Skytrain’ venture, declaring in effect 
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that the government's intentions could only be put into effect by new legis- 
lation. This knocked sideways the Labour government's entire civil aviation 
policy, promulgated in a white paper approved by Parliament the previous 
year (Laker Airways v. Department of Trade [1977] 2 AER 182). Norman 
Tebbit records that the implications flowing from this judgement were 
widespread and three years later, in his first weeks in office as Minister of 
State for Trade, he needed to read the judgement with great care before 
taking decisions (Tebbit 1988). 

The restrictive effect goes further: it trammels administrators’ freedom of 
action for the future by setting limits to which future decisions must con- 
form. This can apply to both policy and decision-making procedure. The 
most obvious example in the policy sphere was the Gillick judgement of 
1985 when the House of Lords refused to strike down Department of Health 
guidance on the provision of advice on contraception to girls under 16, but 
promulgated a series of conditions that a doctor would have to satisfy 
before giving such advice which effectively set new parameters to the pol- 
icy (Gillick v. West Norfolk and Wisbech Area Health Authority [1985] 3 
AER 402, HL). As Feldman points out, the year following this judgement 
saw several judgements on the difficult issues of abortions for and steriliz- 
ation of mentally handicapped patients in which medical authorities were 
reluctant to act without the sanction of the courts. 

Such setting of parameters can also have profound effects across a wide 
policy field when applied to a procedural matter. The government disco- 
vered this in the GCHQ case of 1985. At the time attention focused on the 
House of Lords’ decision that considerations of national security overrode 
any other consideration. But their Lordships also held that, had national 
security not been an issue, the staff would have had an implicit right to be 
consulted on a matter affecting their terms and conditions of service 
because such consultation had been the practice in the past. The case effec- 
tively gave Crown servants an extensive right to be consulted which until 
then they had not automatically enjoyed, and immediately after the judge- 
ment the Head of the Civil Service, Sir Robert Armstrong, began talks with 
the civil service unions to discuss its profound implications (The Times, 
23 November 1985). Furthermore this principle of ‘legitimate expectations’ 
applied across the span of public law, ascribing to those consulted in the 
past a right to be consulted in the future. 

In passing we should note (and at the time the court considered this an 
equally important issue) that in the GCHQ case the government failed in 
its contention that the courts had no power to review action taken under 
the royal prerogative. This opened the door to a series of challenges to 
action taken under prerogative powers, and we have since seen the courts 
reviewing, amongst other things, the revocation of passports and the exer- 
cise of the royal prerogative of mercy. 

Consideration of the inhibitive effects of judicial review requires us to jetti- 
son certain previous misconceptions. The first is the assumption that defeat 
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at judicial review is a gadfly, a mere irritation. It is a more substantial 
nuisance than that. As David Pannick QC has logically pointed out, ‘judicial 
review would be a waste of time if governments did not find it incon- 
venient’ (Pannick 1994). It compels those in power to explain their 
decisions; it upsets policies painstakingly devised; it disrupts timetables. It 
will irk administrators for the same reasons that it appeals to those who 
invoke it. 

Defeat in the courts means much more than just embarrassment for 
administrators. The very business of going to court is fraught with danger 
and inconvenience for officials. First, getting involved in litigation — swear- 
ing affidavits, attending court, briefing ministers - will take up time that 
officials can ill afford. Secondly, losing the case will attract great publicity: 
newspaper headlines, questions in Parliament and so on, to the embarrass- 
ment of the minister and of the officials who advised him. Thirdly, win or 
lose, judicial review can cause considerable delay because of the time taken 
to arrange and hold a hearing, especially so since it is now possible to 
obtain an interim injunction against the Crown to prevent it from 
implementing the decision pending the hearing. Delay is a serious business. 
Contemporary government works to tight timetables — of necessity, if com- 
plex changes like a new building development or an overhaul of health 
service finance are to be implemented to a politically tolerable timetable. 
But the time lost in re-taking a decision, or even the time lost while the 
authority fights and wins its case, can hamper the policy (especially if, in 
these straightened times, finance must be re-negotiated every year). Take, 
for example, Cleveland County Council’s action in 1994 against the 
Environment Secretary’s decision to reorganize local government in the 
shire into unitary authorities. The Environment Secretary won, but the 
delay and uncertainty caused by the case compelled the Environment Sec- 
retary to postpone implementation for a year (Hansard, House of Commons, 
6 July 1994, col. 246). On a less edifying note, when Westminster City Coun- 
cil used its licensing powers to close down sex establishments in Soho in 
the mid-1980s, the operators of these dubious establishments used judicial 
review to prolong the life of their lucrative businesses. Some environmental 
groups are making quite deliberate use of this tactic to delay the building 
of new roads. 

If the case is lost rectification may be required. Take the TV licences case 
of 1975 (Congreve v. Home Office [1976] 1 AER 697). The Home Secretary 
revoked the licences of people who had bought a new licence at the old 
price just before the fee went up. When this was held illegal, he promised 
to refund those whose licences had been revoked. But others complained 
that they had sought to renew their licences at the old rate and been refused 
by the post office, and elaborate arrangements had to be made for investi- 
gation and compensation (The Times, 30 December 1975). 

If the underlying policy is declared invalid, it must be changed or the 
legal framework altered. Here it is necessary to qualify heavily the argu- 
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ment advanced by, amongst others, Zellick (1985) and Rawlings that White- 
hall need not worry about the outcome of a judicial review, since ministers 
can often rectify the damage by introducing new legislation or regulations. 
Rawlings points to Prosser’s study (1983) of the victories scored by the 
Child Poverty Action group’s test case strategy of the 1970s, many of which 
were reversed in this way. And more recently the government reversed the 
judgement declaring illegal its new criminal injuries compensation scheme 
by the Criminal Injuries Compensation Act 1995. But changing the law is 
not as easy as it sounds. Changing the statute? Competition for time in the 
legislative programme is stiff. New delegated legislation? Easier, but draft- 
ing will take time; then you have to consult. It all means extra work, disrup- 
tion and delay. And this facility is in the main available only to Whitehall: 
the majority of judicial review cases are brought against local authorities 
or tribunals which find it infinitely more difficult to secure changes to the 
legal framework. 

In short, while fear of litigation has evidently not pushed public auth- 
orities into a paralysis of timidity, it is a reasonable assumption that minis- 
ters and administrators would rather avoid going to court if they can. For 
obvious reasons, there are few public examples of government departments 
trimming their sails when threatened with judicial review: the internal legal 
advice offered to ministers remains, rightly, confidential. But two instances 
of this inhibitive effect have become public. One made headlines in late 
1994. Gerald Ronson, convicted of fraud in the Guinness trial, had applied 
in early 1993 to the Home Secretary to refer his case to the Court of Appeal. 
The Home Secretary gave no decision for 22 months. Eventually Ronson 
applied for judicial review of this inaction and, in the words of his solicitor, 
Lord Mishcon: “The decision of the Home Secretary to refer the case to the 
Court of Appeal followed within 72 hours’ (Statement by Mishcon de Reya, 
solicitors, reprinted in The Times, 28 December 1994). 

An example of a government backing away from controversial ground 
for fear of judicial review is provided by —- of all people — Margaret 
Thatcher. Her memoirs describe how, in early 1990, with the poll tax crisis 
at its height, she sought to control the crisis by an extensive use of the 
government's statutory powers to cap local councils’ budgets. But 


the lawyers advised that anything like the scale of capping I wanted to 
see was unlikely to be sustainable in the courts. Consequently Chris Pat- 
ten [Environment Secretary] could only announce the capping of twenty 
councils. This was very disappointing. But a defeat in the courts would 
have put the whole system in disarray ... (Thatcher 1993). 


PREVENTATIVE MEASURES IN WHITEHALL 


A good indicator of the seriousness with which Whitehall takes judicial 
review, and of its consequent inhibitive effect, is the steps it takes to train 
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officials to avoid taking decisions that might be struck down. Whitehall for 
many years almost took a pride in its freedom from legal training. C.H. 
Sisson, civil servant, administrative theorist and poet, voiced the consensus 
of his profession in the late 1950s when he proclaimed in The Spirit of British 
Administration that the legal training on which the careers of continental 
administrators were founded was neither needed nor desirable in Britain, 
because Parliament afforded sufficient protection to citizens’ rights and 
because the law was of marginal relevance to the practical business of 
administration: “The law is, for the administrator, no more than one of the 
limiting conditions in which his work is done ... To pretend that the 
administration can be reduced to a bit of legal mechanism, with all its duties 
laid down, is nonsense’ (Sisson 1959). Consequently until recently aware- 
ness of legal issues was low in the civil service; departmental lawyers 
endured low status and poor pay, and were confined to legal as opposed 
to policy matters (Abel-Smith and Stevens 1967). 

Even when judicial review got into its stride, it took time to permeate 
Whitehall consciousness. As recently as 1984 Louis Blom-Cooper QC 
sighed: ‘The perception of legal challenge is often furthest from the admin- 
istrator’s mind. One is tempted to observe that there are some adminis- 
trators who appear to operate oblivious of even the existence of adminis- 
trative law’ (Blom-Cooper 1984). But there are signals that, of late, Whitehall 
has become keenly aware of the possibility of judicial review. One sign was 
the publication in 1987 by the Cabinet Office and Treasury Solicitor of a 
pamphlet of guidance for all civil servants, significantly entitled The Judge 
Over Your Shoulder. This short, admirably clear guide explains the basic 
principles of administrative law and urges its readers to avoid judicial 
review by adhering to the principles of good administration. 

This, combined with the publicity surrounding a few leading cases, 
appears to have had an effect. Sir Michael Kerry, Treasury Solicitor from 
1980 to 1984, recorded after his retirement that he had seen little evidence 
of changes in administrative practice or in officials’ awareness of judicial 
review. But his successor John Bailey by 1986 detected a growing sensitivity 
to the dangers in Whitehall (Kerry 1986). And when in 1994 the Treasury 
Solicitor issued an updated edition of The Judge Over Your Shoulder, the 
Head of the Home Civil Service, Sir Robin Butler, observed in his foreword 
that in the intervening seven years, ‘... awareness of administrative law 
has greatly increased amongst civil servants’. 

The impact of casework upon consciousness has been patchy: not surpris- 
ingly, Bailey detected it particularly in those departments, like the Depart- 
ment of the Environment, that had been the target of long-running cam- 
paigns against it by outside bodies. Certainly between 1987 and 1991 only 
the Home Office, Inland Revenue and Department of Social Security regu- 
larly faced more than ten challenges a year (Sunkin et al. 1993a). In contrast, 
the Crown admitted in open court during the Pergau Dam case that the 
Overseas Development Administration, for which litigation was a novelty, 
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had not taken lawyers’ advice on the legality of the proposed payments 
(The Guardian, 12 November 1994). 

In recent years there has also been an expansion in the training in admin- 
istrative law across the civil service. The prospectus of the Civil Service 
College for 1994-5 remarks that a grasp of administrative law is now a 
‘competence’ that staff at grade 7 (the main middle management grade) 
need to acquire. The prospectus offers two courses on the subject one a 
general course for middle-ranking staff on administrative law and judicial 
review, offering ‘an enhanced understanding of the legal framework within 
which administrative decisions are made, resulting in decisions being made 
which are less likely to be overturned by the courts’. The second is an 
annual one-day course for lawyers on ‘developments in administrative law 
in the past twelve months and an appreciation of their implications for 
policy-making and implementation’ — an indication of the swift pace of 
change (Civil Service College 1994). 

Awareness of legal issues was always much greater in local government, 
a creature of statute whose powers are clearly delimited by Act of Parlia- 
ment and which, unlike central government, can neither call on a reserve 
of Crown prerogative nor easily extend its own power. This consciousness 
of legal matters was embodied for a century by the bewigged lawyers who 
were its town clerks until in recent, leaner times the accountants took over. 
And the same is broadly true of other public bodies — tribunals, non-depart- 
mental public bodies — whose activities are strictly delimited by statute and 
which attract their share of legal challenges. Here the author can offer a 
personal insight, having in the early 1990s served on the Board of Visitors 
of HM Prison Holloway. At that time one function of board members was 
to hear serious disciplinary charges against prisoners. The adjudications 
manual — the ‘yellow book’, a public document — dwelt on the need to observe 
standards of fairness and cited at length judicial review cases in which the 
decisions of Boards of Visitors had been overturned. Board members took 
it all very seriously: we almost literally had a judge looking over our 
shoulder. 

If public officials may generally be assumed to be keen to avoid judicial 
review, why do so many cases come to court? Two reasons suggest them- 
selves. One is that, however hopeless the case, the delaying possibilities are 
being exploited by those opposed to government policy. Secondly, over a 
third of applications are withdrawn, usually after the applicant has success- 
fully got through the preliminary hearing. This suggests that public auth- 
orities are, in many cases, backing down in the face of legal challenge 
(Sunkin et al. 1993a). As Jonathan Robinson, Vice-Dean of Law at the Uni- 
versity of Buckingham and a consultant solicitor observes: ‘a proper threat 
of an application for judicial review usually concentrates the mind of the 
decision-maker and frequently results in a compromise (Robinson 1994). 
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JUDICIAL REVIEW: HELP OR HINDRANCE TO 
ADMINISTRATORS? 


Do administrators find judicial review helpful in clarifying the legal frame- 
work in which they work? In two senses, yes. At the macro level, it has 
been helpful in elucidating broad constitutional principles: for instance, it 
was helpful to have made clear the fact that the Home Secretary could 
delegate to a junior minister (R. v. Secretary of State for the Home Depart- 
ment ex-p. Doody [1993] 3 AER 92, HL) — a point of general constitutional 
applicability, because ever since the Heath government deliberately encour- 
aged secretaries of state to delegate substantial responsibilities to junior 
ministers, their constitutional status has been slightly nebulous. And at the 
micro level, where administrators are carrying out a precisely limited 
executive or regulatory function — a tribunal, the licensing functions of local 
government, or the many executive agencies of central government — a clear 
statutory framework elaborated by a little case law is probably helpful; it 
lets them know where they stand. 

In contrast, for those trying to develop a policy across a broad field, or 
who wield a considerable discretionary power, it is probably a hindrance: 
it means that to a greater or lesser extent the legality of the policy remains 
uncertain until the position is clarified by litigation. This creates uncertainty 
on three counts. Firstly, litigation is sporadic. Secondly, cases may concern 
issues tangential to the core of the policy. Thirdly, the very nature of the law 
in this area makes outcomes unpredictable. The growth in judicial review is 
due mainly to the courts’ development of common law principles, in parti- 
cular those under Diplock’s headings of procedural impropriety and 
irrationality. As judges continually develop the law, so they extend or 
restrict, in small ways, the grounds for striking down decisions and the 
circumstances under which the courts will grant relief. 

It is the unpredictability created by judicial review that causes the great- 
est administrative problems. One difficulty is the willingness of the House 
of Lords to reverse its own quite recent decisions. The pronouncement in 
the GCHQ case that prerogative acts were reviewable, and the decision in 
M. v. Home Secretary ([1993] 3 WLR) that injunctions could be granted 
against the Crown, both reversed quite recent decisions of the House of 
Lords. But a greater difficulty is created by the sometimes inconsistent way 
in which judges apply the existing princples governing judicial review. 
Three examples must suffice here. One has been pointed out by Professor 
Dawn Oliver (1988) in the field of procedural impropriety. In R. v. Secretary 
of State for the Environment, ex p. Brent London Borough Council [1983] 
3 AER 321, QBD) the Divisional Court struck down the borough’s annual 
finance settlement because the minister had refused to hear representations 
urging him to change his policy. In contrast, three years later when the 
Home Secretary tightened up the rules for granting parole, he consulted 
the Parole Board on the details of implementation, but not on the policy 
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itself. A prisoner, Findlay, challenged; the Court of Appeal held effectively 
that the minister, in having regard to public opinion and concern, had acted 
properly within his discretion (Findlay v. Secretary of State for the Home 
Department [1984] 3 AER 801, CA & HL). What are administrators to make 
of the obvious contradiction? 

Or take Wednesbury unreasonableness. Lord Diplock’s definition in his 
celebrated GCHQ judgement echoed his brethren’s original 1948 Wednes- 
bury criteria: to be struck down a decision would have to be ‘so outrageous 
in its defiance of logic or of accepted moral standards that no sensible per- 
son who had applied his mind to the question to be decided could have 
arrived at it’ (Council of Civil Service Unions v. Minister for the Civil Ser- 
vice [1984] 3 AER 935 HL). But decisions before and since GCHQ have 
frequently — although not always — applied a test less favourable to the 
decision-maker: the ‘Fare’s Fair’ case fell well short of that (Bromley LBC 
v. Greater London Council [1982] 1 AER 129, CA & HL). The Transport 
(London) Act 1968 required the GLC to promote integrated, efficient and 
economic transport facilities: the House of Lords held that in deciding to 
reduce fares, the GLC had paid inadequate attention to the impact on rate- 
payers. A far cry from Wednesbury. Judges apply this test with variable 
stringency: ‘broad’ Wednesbury has sometimes (but not always) replaced 
‘narrow’ Wednesbury, and part of the growth in judicial review is due to 
this. (It has been suggested to the author by a distinguished QC practising 
in this field that judges resort to a broadening of Wednesbury principles 
to avoid striking the decisions of public authorities for more embarrassing 
reasons. But can illegality or procedural impropriety be more embarrassing 
than irrationality?) 

Possibly the most confusing judgement of recent years came in one of 
the Heathrow cases (a protracted battle concerning air traffic movements) 
when Mr Justice Laws appeared to widen substantially the requirement for 
consultation (R. v. Secretary of State for the Environment ex-p. Richmond 
upon Thames LBC [1994] 1 AER 577). The GCHQ case had established the 
doctrine of legitimate expectation as an essentially procedural right: if past 
practice created an expectation that a person affected would be consulted 
on a decision, there was a duty to consult. The judge extended this to say 
that if a body pursued a consistent policy and then proposed to change it, 
any person likely to be affected by that change would have a right to be 
consulted beforehand on that change. This potentially extends enormously 
the duty on decision-makers to consult, but the terms of the judgement 
leave unclear the scope of that duty. Furthermore, since the application was 
dismissed on other grounds, the point was never tested at appeal. As the 
All England Law Reports Annual Review dryly observed, ‘It is hoped that 
this uncertainty can be resolved’ (Davies 1995). 

Rodney Brazier in his magisterial volume Constitutional and Administrative 
Law makes no bones about judicial behaviour in this sphere: ‘Some judges 
are prepared to “bend” the law by manipulating precedent and principle 


© Blackwell Publishers Lid 1996 


JUDICIAL REVIEW 625 


in order to achieve and vindicate what appears to them to be a just solution 
to the case in hand. Judges exercise more freedom of manoeuvre [in judicial 
review] than in most of the other branches of English law’ (Brazier 1994). 
While judgements from the bench are apt to rhapsodize about the gradual 
development of judicial intervention, this creates great uncertainty for those 
public administrators not working in a narrowly defined executive field. 
This unpredictability leaves them with a choice between cautious paral- 
ysis — intolerable in an era of political activism — or a more hazardous 
approach of pressing forward where the hazy legal omens appear favour- 
able. 


THE CONSTITUTIONAL IMPLICATIONS OF JUDICIAL REVIEW 


Beyond these administrative considerations, there are a number of quite 
profound questions about the constitutional implications of the courts’ 
involvement in public policy. The first arises over the legitimacy of what 
the courts are doing and in particular the extent to which they are taking 
to themselves functions that ought properly to be left to central government 
and Parliament. The judges can reasonably point out that their powers pre- 
date those of Parliament, and the duty of the courts to strike down illegal 
decisions dates back to at least the seventeenth century, when indeed many 
of the civil and political rights of the citizen were established through liti- 
gation rather than legislation. But they have developed the grounds for 
intervention so far that they are now promulgating controversial decisions 
with a regularity probably not seen since the days of the Stuarts. 

The courts have decided to limit their intervention in certain areas of 
high political sensitivity. In the GCHQ case the House of Lords held the 
field of national security to be ‘non-justiciable’. Even here a recent case 
drew the definition of national security quite tightly; in refusing to regard 
as non-justiciable the dismissal of homosexuals from the armed forces, Lord 
Justice Simon Brown observed: ‘Only the rarest cases would today be ruled 
strictly beyond the court’s purview: that is, only those involving national 
security where the courts lacked the experience or materials to form a 
judgement on the issues’ (R. v. Ministry of Defence ex-p. Smith [1995] 4 
AER 427 QBD. The MOD won this case, however, on the grounds that the 
decision was not irrational). 

In the field of economic policy the courts, while holding the question to 
be justiciable, have deliberately set a standard of reasonableness higher than 
the usual Wednesbury test. In a series of cases in the 1980s on the revenue 
support grant and capping, the courts held it inappropriate to intervene in 
a matter of political judgement in the field of public finance on the grounds 
of irrationality, short of extremes of bad faith, improper motive or manifest 
absurdity (Nottinghamshire County Council v. Secretary of State for the 
Environment [1986] 1 AER 199, HL; Hammersmith and Fulham LBC v. 
Secretary of State for the Environment [1990] 3 AER 589, QBD, AC & HL. 
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This is a rare example of the local government finance system making some- 
thing clearer). 

More generally, the courts are apt to be reluctant to overrule a policy 
where there is explicit parliamentary approval: where, for example, second- 
ary legislation has been approved by Parliament rather than just signed 
off by a minister (another principle advanced in the Nottinghamshire case 
mentioned above). They are also less inclined to overturn a decision where 
the public official has had to juggle a host of complicated considerations; 
in contrast where simpler considerations, for example human rights, are at 
issue judges have proved rather more inclined to intervene. However it is 
difficult to quote specific cases in support of this last observation, since 
judges have propounded no clear rules to guide themselves in these areas: 
their self-imposed guidelines are tacit. 

These are limited areas, however. For the most part, judicial intervention 
in administrative matters has been extensive and exposes judges to accu- 
sations of dabbling in politics: not political partiality, but political involve- 
ment in the sense of shaping the development of society in contentious 
areas. The wider the criteria for judicial review are cast, the more contro- 
versial the ground onto which the judges are drawn. Here we have the 
makings of a clash with Parliament. Firstly, judges choose the standards 
by which fairness and reasonableness are assessed, and those standards will 
not necessarily be those of the legislators who framed the statute. Secondly, 
judicial intervention challenges both Parliament’s long-held view of itself 
as the proper counter-balance to the executive and Parliament’s assumption 
that significant constitutional change should be effected by parliamentary 
statute. In an elective democracy, particularly one with our tradition of 
political rather than judicial restraint of government, the automatic assump- 
tion is that control of the executive, the fashioning of the constitution and 
the delimitation of individual rights should be left to the elected representa- 
tives of the people. 

The judicial rejoinder can be two-fold. Firstly, as Lord Hailsham has 
pointed out, abstention from intervention is itself a political act: 


Judges cannot choose the work they do: they have to come to a decision 
one way or another on any litigation which is brought before them. If 
they assume jurisdiction, they are in politics; if they decline jurisdiction, 
they are in politics. All they can hope to be is impartial (Hansard, House 
of Lords, 29 November 1978, col. 1384). 


The second answer would be that while in principle it would be better to 
leave the initiative to Parliament, a legislature now dominated by the execu- 
tive would not be permitted to enact an adequate system of restraints, least 
of all restraints on central government itself. But that leaves the judiciary 
claiming for itself a legitimacy at least equal to that of executive and legis- 
Jature. Dangerous ground. 

The second problem is that the courts are taking a share of Parliament's 
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key function of holding ministers to account for their actions — and, to add 
insult to injury, are proving rather effective at it. For example, during the 
Pergau Dam episode the Foreign Secretary Douglas Hurd survived a gril- 
ling by the Commons Select Committee on Foreign Affairs and criticism 
by the Public Accounts Committee, but admitted that he contemplated res- 
ignation when the High Court ruled the project illegal (interviewed on The 
Today Programme, BBC Radio 4, 11 November 1994. See also national 
press, 12 November 1994). The courts are not supplanting Parliament’s role 
in holding ministers to account, but they are developing a parallel channel 
of accountability. As Lord Justice Simon Brown put it in 1994, when ruling 
that the Parliamentary Ombudsman’s activities were susceptible to judicial 
review, ‘Many in government are accountable to Parliament and yet 
answerable also to the supervisory jurisdiction of this court’ (R. v. Parlia- 
mentary Commissioner for Administration ex-p. Dyer. [1994] 1 AER 375). 

In principle, you can argue that the judiciary’s concerns differ from those 
of Parliament: the courts are concerned with basic standards of legality, 
procedural fairness, and fundamental reasonableness, while Parliament is 
concerned with the broader merits of the decision. Although there is a lot 
in this distinction, an overlap remains. For instance, the courts’ investi- 
gation of the Pergau Dam case required them to go in some detail into the 
merits of the case: was the Pergau scheme economically justifiable? And 
the values which the courts will enforce can and do conflict with those 
espoused by Parliament: see, for example, the courts’ insistent creation of 
a duty to consult when such a duty has been omitted from legislation by 
Parliament (see the Heathrow case mentioned above). 

The third difficulty is that the courts have actually fettered Parliament's 
legislative scope. Judicial review creates a system of restrictions that not 
only applies to existing executive powers, but also falls automatically, like 
a ready-made harness, over the shoulders of every new statute. Parliament 
can in theory put in a clause exempting a power from the sanction of 
judicial review. But the courts have proved understandably hostile to such 
‘ouster’ clauses and in particular have declared them inapplicable where a 
body exceeds its jurisdiction. The Tribunals and Inquiries Act 1958 (re- 
enacted in subsequent legislation) effectively repealed all ouster clauses 
enacted before 1 August 1958, although not repealing statutes which set a 
tight deadline for an application for judicial review to be lodged. Few ous- 
ter clauses have been passed since that date and the most notable of them — 
section 7(8) of the Interception of Communications Act 1985 and section 
5(4) of the Security Service Act 1989 — concern the sphere of national secur- 
ity which in the GCHQ case the House of Lords ruled non-justiciable. Even 
then, as Wade observes, since the courts have long done all they can to 
disable ouster clauses ‘there will be interesting debates if these clauses come 
to the test’ (Wade and Forsyth 1984). 

Given the imprecision of legal principles in this area, judges will usually 
have enough leeway to get round an ouster clause if they want to. (For a 
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treatment of these issues, notably the leading case Ansimitic Ltd. v. Foreign 
Compensation Commission [1969] 1 AER 208, HL, see Brazier 1994). And 
the presence of a phalanx of law lords and former law lords in the upper 
chamber makes it doubtful that such clauses could ever pass in other fields 
of legislation. Although convention restricts the subjects on which law lords 
will speak in the upper house, they have not been reticent in speaking their 
minds on legal issues: when the government’s appeal in the criminal injur- 
ies compensation case reached the House of Lords, there was reputedly 
some difficulty in assembling five law lords to hear the case because so 
many had spoken against the policy in Parliament. 

The law lords have also used their position in the upper house to restrain 
another development that concerns them: the enormous growth of second- 
ary legislation. Current and former law lords have been active members of 
the Joint Committee on Statutory Instruments, set up in 1973 to scrutinize 
all delegated legislation. They also serve on the Delegated Powers Scrutiny 
Committee set up by the House of Lords in 1993 as a check on the granting 
of excessive delegated power to ministers. Some of its reports have sharply 
criticized the conferring of broad discretion on ministers — for example the 
1995 Jobseekers Bill, which left ministers to decide what is meant by ‘avail- 
able for employment’ or ‘actively seeking employment’ (House of Lords 
1995). 

A fourth consideration is the imposition by the courts of their own pre- 
ferred standards of conduct of administration. The prime example of this 
is the judicial insistence on what we may term the priority of peculiarity 
over consistency. Politicians and administrators like to adopt a consistent 
policy: all cases in a given category will be determined according to a com- 
mon set of standards — the ‘rule book’ approach. The courts have main- 
tained in a series of cases (see the British Oxygen and Bexley cases below) 
that this is unlawful: while a general policy is admissible, a citizen who 
maintains that his case has some characteristic out of the ordinary possesses 
the right to have that taken into consideration. This does not abrogate the 
right of a public body to adopt a general policy, but certainly attenuates it. 


POLITICAL SCIENCE 


Turning from the constitutional impact to the implications for the political 
science of government, we find similar, radical developments attributable 
to judicial review. If we apply the political scientist’s analysis of policy- 
making to the activities of the courts, we find that they are effectively 
adding a further stage to the process of public policy-making. Studies of 
the decision-making process generally identify six stages: the emergence of 
a policy issue; its processing by the public authority, including consulting 
outside interests; decision; legitimation, for example approval by Parlia- 
ment; implementation; and evaluation. 

But the intervention of the courts adds yet another stage to the process, 


© Blackwell Pubbshers Lid 1996 


JUDICIAL REVIEW 629 


which Brian Hogwood in his writings on policy-making (1987) terms 
‘adjudication’, in which the courts test the validity of the policy when 
applied in practice. Admittedly, an element of adjudication has been pre- 
sent in past decades in the shape of tribunals and ombudsmen, but only 
with the advent of judicial review as a potent force has adjudication become 
an important, distinct stage in the shaping of approval. Today, any policy 
decision of any controversial nature is tested in the courts: we have seen 
judicial review used to challenge the closure of coal mines; extradition pro- 
cedures; the sale of duty free by ferry firms; policy on life sentences; the 
closure of Barts hospital; privatization of the railways; and literally dozens 
of other policies. Judicial review has become an automatic resort of the 
disgruntled, and as such is a new and important stage in the public pol- 
icy process. 

Secondly, in developing the principles of judicial review the courts have 
sought to impose on government a particular model of the way decision- 
makers should act. They require a strict rationality: the public official must 
weigh scrupulously all factors, omit no relevant consideration, include no 
irrelevant factor, and weight them in rational fashion. The trouble is that, 
quite notoriously, public decision-making does not work like that. Political 
scientists have devised various ways of analysing the processes by which 
decisions are made, looking for example at the incremental way in which 
one decision grows out of its predecessor, and at the way in which a 
decision is influenced by the organizational process by which it is made. 
Theories abound, but just about one thing that political scientists can agree 
on is that a pure ‘rational actor’ model of decision-making is unrealistic. 

This is demonstrated if we take from amongst the credible theories the 
one that comes closest to the purely rational process dear to the judicial 
heart: Herbert Simon’s theory of bounded rationality (Simon 1958). This 
holds that while a decision-maker will take decisions in an essentially 
rational way, he will be constrained by external, non-rational factors. For 
example, pure rationality implicitly assumes that rival considerations are 
capable of being balanced according to some common standard. But in 
practice attempts to apply cost-benefit analysis to major policy projects, like 
rival sites for the third London airport, show the impossibility of balancing 
short-term costs against long-term costs, financial costs against economic 
costs, social costs against environmental costs. Or again, the decision-maker 
will be constrained by political factors which, unavoidably, contain 
irrational elements. Elective politics contain, of necessity, emotion, value- 
laden, illogical elements whose validity is implicitly denied by the rational 
strait-jacket espoused by the courts. This approach also assumes that 
decision-making is a well-ordered activity with clear-cut stages, whereas 
real life is much messier. In short, to assume a purely rational approach to 
decision-making is to impose an unrealistic standard that does not corre- 
spond to the untidy realities of life. 

Thirdly, the effect of judicial review has been to entrench the role and 
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rights of pressure groups and interest groups in public policy-making. This 
has been accomplished by two parallel developments. The first is the courts’ 
creation, through the doctrine of legitimate expectations, of an effective 
requirement to consult anyone with an established interest in a decision. 
The second is the virtual abolition of the locus standi rule. Under section 
31(3) of the Supreme Court Act 1981, a person must have ‘sufficient interest’ 
in the issue before the courts will hear application. But the trend of success- 
ive cases has been to grant locus standi to almost anybody: Sir William Rees- 
Mogg was accorded standing to challenge the implementation of the Maas- 
tricht treaty because of his ‘sincere concern for the constitutional issues’ (R. 
v. Secretary of State for Foreign and Commonwealth Affairs, ex-p. Rees- 
Mogg [1994] 1 AER 457), the World Development Movement was given 
leave to challenge the Pergau Dam decision on the simple grounds that it 
was a pressure group devoted to improving the quantity and quality of 
British overseas aid, and so on. Academic lawyers have made a meal of 
the case in which conservationists were denied standing in their attempt 
to prevent development of the Rose Theatre site (R. v. the Secretary of State 
for the Environment ex-p. the Rose Theatre Trust Co. [1990] 1 AER 754 
QBD), but this was the last twitch of a dying doctrine. The courts’ general 
approach, and the only safe assumption that an administrator can make, is 
that locus standi is as near dead as makes no difference. It has been pointed 
out by the Public Law Project that the number of cases brought by pressure 
groups is relatively limited. But actual litigation is only half the story. 
Skilled pressure groups are well versed in the arts of backstage pressure, 
and the mere threat of judicial review can be a strong card in the hands of 
pressure groups, even if its impact is hard to quantify. 

Fourthly, there is a potential conflict between the requirements of judicial 
review and the efficient dispatch of public business. The Law Commission 
has recognized the need to balance ‘the need for speed and certainty in 
administrative decision-making in cases where the whole community, or 
large sections of it, will be affected by the decisions of public law bodies’ 
against ‘the private interest of individual litigants in obtaining a remedy 
for their grievances’ (Law Commission 1994). But the trend of recent cases 
has generally been to promote individual rights against measures adopted 
by public authorities for reasons of manageability or efficiency. 

A good example of this is the power of a public body to make discretion- 
ary financial grants. Case law forbids a body which exercises a discretionary 
power from adopting a general policy that precludes considering excep- 
tions to that policy. The lead case was brought by British Oxygen in 1971 
when it challenged a ministerial policy not to consider applications for capi- 
tal grants for items worth less than £25 each. Lord Reid held that the auth- 
ority must always be ‘willing to listen to anyone with something new to 
say’ (British Oxygen Corporation v. The Ministry of Technology [1970] 3 
AER 165, HL). A 1994 case against Bexley Borough Council went further 
and placed an obligation on authorities to make clear to applicants for dis- 
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cretionary grants that, even when an authority’s policy was to make no 
new grants, it would consider exceptional circumstances (R. v. London Bor- 
ough of Bexley ex-p. Jones [1994] COD 393). That decision had both admin- 
istrative and potentially programme costs for authorities across the country. 

There must be a question mark over the ability of some administrative 
units to cope with the demands created by judicial review. A notable trend 
of contemporary government has been to devolve power to smaller units — 
housing trusts, Training and Enterprise Councils - which may not be 
equipped to perform the full gamut of legal obligations pressed on them 
by case law. In the education field, which now accounts for 5 per cent of 
judicial review cases, Jonathan Robinson has pointed out that judicial 
review has now been applied to areas as diverse as the making of state- 
ments of special educational need, the ownership of school sites, and the 
appointment of teachers, and argues that it has created a legalistic and 
defensive ethos: ‘An undue amount of time and effort is devoted to putting 
in place administrative procedures, to the detriment of delivery of class- 
room teaching’ (Times Educational Supplement, 23 September 1994; see also 
Robinson 1994). 

A practical example of the problems came when in 1985 Dr David Owen, 
then leader of the Social Democratic Party, complained to the Broadcasting 
Complaints Commission that his party had been unfairly treated in news 
programmes. The Commission declined to investigate; Owen took them to 
court. The Divisional Court rejected the Commission’s argument that such 
an investigation would place too great a burden on its limited staff, 
although it found for the Commission on other grounds (R. v. Broadcasting 
Complaints Commission ex-p. Owen [1985] 2 AER 522, QBD). Therefore a 
public authority could find itself obliged by the courts to carry out a func- 
tion for which it does not possess the resources. 

Even local authorities, better equipped and more experienced in liti- 
gation, are now chary of venturing into legal grey areas. For example, a 
House of Lords judgement in 1991 threw considerable doubt on the power 
of local authorities to charge for services, an issue of importance in an era 
of retrenchment. As one town hall commentator has pointed out: 


Many councils are now between a rock and a hard place. They want to 
use their resources to assist the community, but the continuing squeeze 
on public finances means there is less money available to finance non- 
essential services. Many councils will now discharge discretionary func- 
tions only if they are self-financing and there are no doubts about the 
council’s power to recoup expenses. The absence of express statutory 
charging powers is, therefore, a considerable handicap. Many otherwise 
viable schemes which could have made local government more business- 
like and efficient have had to be shelved (Hahn 1994). 
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Judicial review continues to evolve. Potentially, some avenues for develop- 
ment could be of assistance to administrators in clarifying the law for them. 
A move to a system of ‘declarations’, in which the courts are asked to rule 
on the legality of a policy before a cause of individual action arises, could 
only be helpful. While such a procedure may already be latent in the courts’ 
powers, it is rarely used; however its adoption has been advocated by, 
amongst others, the Law Commission (1994) and Mr Justice Laws (1993) as 
a sensible way of clarifying the law. The early glimmerings of such a prac- 
tice are to be seen in the principles constraining doctors’ actions formulated 
by the Lords in the Gillick case. 

It would probably also be helpful to administrators if the courts were to 
go the whole hog and impose an explicit duty to give reasons for decisions. 
Successive judgements have edged ever closer to this, and it is now an 
obligation enjoined on civil servants by the government’s own Code of 
Practice on Access to Government Information (1993). While the courts still 
stop short of declaring an outright duty, they have since at least the 1968 
Padfield case shown themselves willing to infer reasons for a decision. Since 
at present the fuzziness of the law in this area obliges administrators in 
most cases to play safe and give reasons anyway, the law might as well 
rationalize the situation and provide some guidance on circumstances 
where the obligation does not apply (national security again?). 

Three other prospective developments, on the other hand, look far less 
helpful to administrators, as well as drawing judges further onto contro- 
versial ground. One is the principle of proportionality, referred to by Lord 
Diplock in the GCHQ case as a putative basis for judicial review. This holds 
that governments should not use a power in a manner disproportionate to 
the evil it is intended to prevent. It has not so far been adopted by the 
courts; it was, for example, explicitly rejected in a case which challenged 
the validity of the broadcasting ban imposed on members of illegal organi- 
zations (Brind v. Secretary of State for the Home Department [1991] 1 AER 
720 HL). Still, it exists in European law (German in origin) and judges’ 
growing practice of cross-referring to developments on the Continent may 
in time lead to its importation (Jowell 1988; Laws 1993). After all, the doc- 
trine of legitimate expectations was adapted from European law. 

Whether the use of a power is ‘proportionate’ must to some degree be a 
subjective matter. Adoption of this principle would risk leading judges into 
the position where they substitute in some degree their judgement for that 
of administrators; a shift towards an appellate, rather than a supervisory 
jurisdiction. One suspects it would develop like Wednesbury unreason- 
ableness: initially the courts would strike down the use of a power only if 
it were grossly disproportionate, but over time this ground for challenge 
would be more broadly interpreted. A whole new field of uncertainty will 
not help decision-makers. 
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Another possible area for development is the ‘parliamentary inactivity’ 
argument, which holds that judges should be more interventionist in those 
areas in which Parliament has not legislated for some time. To date this 
has shown no significant signs of breaking through into administrative law, 
but is alive and kicking in other fields. In a 1992 case that left the Inland 
Revenue particularly bruised, the House of Lords reformulated the com- 
mon law to allow those who over-pay tax in error to reclaim the interest 
from the Crown. When Treasury Counsel argued that the courts should 
leave it to Parliament to make this change, Lord Goff held: ‘... however 
compelling the principle of justice may be [in this case], it would never be 
sufficient to persuade a government to propose its legislative recognition 
by Parliament; caution, otherwise known as the Treasury, would never 
allow this to happen’ (Woolwich Building Society, Inland Revenue Com- 
missioners (No. 2) [1992] 3 AER at 763). 

The parliamentary inactivity argument could easily be transferred to pub- 
lic law. The Master of the Rolls, Sir Thomas Bingham, pointed out in 1993 
that 36 proposals for law reform from the Law Commission, to which the 
government had no objection, ‘gather dust not because their value is 
doubted but because there is inadequate time to enact them’ (Bingham 
1993). But this similarly drags the judges onto controversial ground, not 
least because its past application has been frankly capricious. Lord Radcliffe 
has said: ‘People will use these points in order to support something they 
want to decide anyway’, while Lord Denning has put it even more can- 
didly: ‘Well, we use it when it suits our book’ (quoted in Paterson 1982). 
If this principle broke into administrative law, it could cause tremendous 
uncertainty, not least because you can argue the same point from the 
opposite end: perhaps Parliament has not legislated recently because it is 
satisfied with the law as it stands? 

It is also necessary to touch on the impact on judicial review that would 
be effected by incorporation of the European Convention of Human Rights 
into domestic law. Such a move is now supported by a substantial number 
of judges, whose view has been articulated by the Master of the Rolls, Sir 
Thomas Bingham (1993). It is also supported by the Labour Party. There 
would obviously be an overlap between the Convention and judicial 
review. For example, the procedural fairness facet of judicial review is close 
cousin to the concept of due process entrenched in the Convention. And 
the judiciary have often in their judgements stressed their attachment to the 
concept of human rights; in 1987 the Appeal Court explicitly promulgated it 
as a consideration the courts would take into account in considering judicial 
review cases (R. v. Secretary of State for the Home Department ex-p. Musisi 
[1987] AC 514). 

Yet a Bill of Rights would not wholly supersede judicial review; it would 
codify civil and social rights and provide an appellate jurisdiction under 
which challenges could be made to the validity not only of decisions but 
of the policies and laws on which they are based. Judicial review would 
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still persist, providing a narrower, supervisory jurisdiction for challenging 
decisions which, while not in breach of the Convention, were faulty on 
traditional grounds of judicial review. In practice applicants might often 
challenge on both grounds simultaneously, but judicial review would have 
to remain as a distinct remedy, with its own distinct set of criteria, even if 
it lost some degree of distinct identity by becoming a partial sub-set of 
Convention litigation. 


TOWARDS A CRISIS? 


At core, the problem that judicial review causes for politicians, adminis- 
trators and litigants is unpredictability: not the unpredictability of the out- 
come of a particular case, but the ever-changing criteria that are applied 
by the courts. Despite the inevitable grumbling, politicians and officials can 
accommodate a parallel authority as long as its limits are clearly defined, 
and they know the framework to which they have to conform. The present 
semi-molten arrangements, however, leave a lot to chance. Since judges 
continue to develop the criteria for judicial review as they go along, admin- 
istrators and litigants alike find themselves playing a complex game whose 
rules are liable to be adjusted by the umpire at the end of the match. 

The judiciary could argue, of course, that they have no alternative to 
piecemeal development: they can only decide the cases that come before 
them. But that ignores the philosophical weakness of their own approach. 
For, although the judges seek to fit a rational framework around decision- 
makers, their own elaboration of the grounds for review is based on no 
clear philosophy. They have taken the elastic mechanism of the common 
law, long held to be morally neutral (although in practice always imbued 
with the values of the ruling élite) and injected into them a strong dose of 
liberal ethics. But while there are invocations of natural justice, reasonable- 
ness and fairness, when seventy-plus High Court judges apply these prin- 
ciples to individual cases according to their personal lights, these principles 
are defined in rather fuzzy terms. The ethical basis of judicial review is 
painted with a broad brush, leaving many smudges. And in the absence of 
greater clarity about underlying principles, how can the courts decide that 
their forward march should cease because a proper equilibrium between 
power and right has been reached? 

A practical example of the difficulties to which this journey without maps 
might lead is the question: how far will the courts march into the heartland 
of the royal prerogative? The prerogative power has been steadily eroded 
by statute since the early seventeenth century, but there remain vast areas 
of executive power where the government may act without the restraint of 
Parliament. The courts have moved progressively into the gap. But how 
far will they press their claim to restrain the prerogative, which covers a 
wide span of miscellaneous powers, from granting franchises to collecting 
tolls on bridges to declaring war on foreign powers? Any citizen will be 
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reviewed by the judgement of 1989 that allows him to challenge at law the 
revocation of his passport (R. v. Secretary of State for Foreign Affairs, ex- 
p. Everett [1989] AER 635). But while in principle we might feel that the 
Crown’s power to commandeer ships should be subject to review, it would 
have delayed urgent naval action at the outset of the Falklands campaign. 
Do we accept, as Ulster Unionists and critics of Maastricht have argued, 
that the courts should have power to review treaties reached with foreign 
powers? Would we accept the right of the courts to scrutinize the award 
of peerages, or the appointment of judges? These may seem fantastic prop- 
ositions, but in 1985 Lord Roskill, in his judgement in the GCHQ case, 
seemed to be stating the obvious when he stated that the royal prerogative 
of mercy should not be susceptible to judicial review. Yet in 1993, in a case 
brought over the Home Secretary’s refusal to grant a posthumous pardon 
to Derek Bentley, the High Court explicitly overrode Roskill, holding that 
in some circumstances it was reviewable (R. v. Secretary of State for the 
Home Department [1993] 4 AER 442 QBD). To take matters to the extreme 
of logic: the Parliamentary Labour Party in opposition has long elected the 
shadow cabinet. Does this create a legitimate expectation that, when Labour 
wins an election, the PLP will be consulted before the cabinet is appointed? 
We may be heading for a crunch point. The judiciary show no inclination 
to stop their advance, especially with the recent appointment of two cham- 
pions of judicial review, Lords Bingham and Woolf, as Lord Chief Justice 
and Master of the Rolls respectively. Broader trends — notably close inte- 
gration into a European Union with a strong legalistic tradition, and the 
development of a contractually based ‘new public management’ ~ encour- 
age the trend to legalism and litigation. But the further the judiciary 
advance, the more politically coloured the ground on which they tread. As 
the litany of sensitive cases cited in this article has grown — Laker Skytrain, 
Gillick, GCHQ, Rees-Mogg, the Pergau Dam, criminal injuries compen- 
sation — we have now reached the point where some judges and politicians 
question whether they have moved too far. To take only two dramatic 
symptoms: when the courts allowed Sir William Rees-Mogg to challenge 
the validity of Parliament's ratification of the Maastricht treaty, the Speaker 
of the House of Commons made a statement in the Commons warning the 
judges not to question the proceedings of Parliament (Hansard, House of 
Commons, 21 July 1993, cols. 351-2). And when the law lords decided by 
a majority to strike down the criminal injuries compensation scheme, Lord 
Keith, dissenting, called the decision ‘an unwarrantable intrusion of the 
court into the political field and a usurpation of the function of Parliament’ 
(R. v. Secretary of State for the Home Department ex-p. Fire Brigades Union 
and others [1995] 2 AER at 248). Unease on the question was one reason 
for the decision of the Prime Minister and the Lord Chief Justice in 
December 1995 to hold discussions on ways of improving relations between 
the government and the judiciary (Daily Telegraph, 5 December 1995). 
However there is no unanimity amongst politicians as to where the line 


© Blackwell Pubhshers Ltd 1996 


636 SIMON JAMES 


should be drawn. It is striking that both the Lord Chancellor, Lord Mackay 
(1995) and the shadow Lord Chancellor, Lord Irvine (1995) have drawn the 
line in similar terms: that (contrary to the views of the new Master of the 
Rolls and other judges) there is no basic fundamental law superior against 
which parliamentary legislation may be measured, but that the present 
compass of judicial review is broadly correct. Other politicians, however, 
voice frustration at the development of judicial review even within the 
boundaries of this formulation. The Chairman of the Commons Home 
Affairs Committee, Sir Ivan Lawrence QC, himself a junior judge, has said 
of judicial review: ‘It is a disaster. We've opened up a whole field and 
made it impossible for the Government to take any decision without being 
challenged’ (quoted in The Spectator, 17June 1995). He almost certainly 
spoke for a wider spectrum of political opinion. 

There would appear to be two practical options. Firstly, since the pro- 
cedure for judicial review has been enshrined in legislation, the criteria for 
review could similarly be codified in statute. This would be fraught with 
difficulty, although Australia has attempted something of the sort; the task 
might be made easier if the Law Commission were given the task of draw- 
ing up proposals to be the basis for reform. A statute could do no more 
than fix the principles in general terms; Parliament might try to fix these 
more restrictively than the existing criteria, and the courts might be 
tempted to interpret them more broadly than intended. But an attempt at 
statutory definition would at very least remove the wilder elements of 
uncertainty from the system. 

The second option is that proposed by the Justice-All Souls review (1988), 
which urged the adoption of a code of good administration, enshrining 
such princples as prior notification, reasonable deadlines, disclosure of 
material facts and reasons for decisions, no retrospective decisions, notifi- 
cation of appeals procedures, and the like. This code could be either statu- 
tory or voluntary — the latter more in fitting with the present government’s 
approach to such questions as open government. But its promulgation in 
either form would allow the courts to use it as a template for reviewing 
decisions. 

These options are not mutually exclusive; nor would either be incompat- 
ible with the incorporation of the European Convention into domestic law, 
were that to come about. Both would have the advantage of removing some 
uncertainties from the system. Without something along these lines, how- 
ever, the present constitutional tension between judiciary and executive will 
persist, to the advantage of neither and to the disadvantage of both officials 
and citizens trying to puzzle out whether a particular decision is lawful or 
not. In the view of this author, the question is not whether a new settlement 
is struck, but when, and what its terms will be. 
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PETTY BUREAUCRACY AND WOOLLY- 
MINDED LIBERALISM? THE CHANGING 
ETHOS OF LOCAL GOVERNMENT OFFICERS 


LAWRENCE PRATCHETT AND MELVIN WINGFIELD 


Most discussions of the public service ethos (PSE) have offered polemical accounts 
of how recent reforms have eroded the distinguishing values of public servants 
without ever defining this ethos or considering its relationship to other aspects of 
the public sector. This article considers the deeper and more structural implications 
of the PSE by characterizing it as a political institution that shares the features of 
‘new institutionalism’. It concentrates upon the PSE as it manifests itself in local 
government and uses case studies of four authorities to analyse the extent to which 
external changes are altering the fundamental values of the ethos. In using the ‘new 
institutionalist’ perspective it argues that the PSE, a vital institution of the UK pol- 
ity, has been resistant to external pressures for change. Hence, to be successful, 
public sector reform must take into account the interdependent relationship 
between the PSE and other political institutions. 


INTRODUCTION 


Change is rapidly becoming an endemic feature of UK public adminis- 
tration. Whilst no area of the public sector has escaped the structural, 
organizational, political and managerial reforms of the past sixteen years, 
local government has been at the forefront of much of it (Wilson and Game 
1994). Underpinning contemporary analyses of change, however, is an 
almost implicit assumption that the bureaucracy of local government, and 
the people who staff it, have remained passive participants in the relentless 
process of change. Little attention has been paid to the effects of recent 
changes on the perceptions and values of local government employees. Yet 
they were the target (and often victims) of many of the changes and their 
complicity was essential for their implementation. The 2.5 million full and 
part-time local government employees (Audit Commission 1995) have a 
vital role to play in giving shape and meaning to the changes taking place. 
These employees are often both the object of reform and the means by 
which it can occur. It is surprising, therefore, that analyses of local govern- 
ment reform have tended to ignore the extent to which the changing organi- 
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zational environment and culture of local government is altering the core 
beliefs and values of employees, and eroding the sense of public service 
ethos (PSE) that has been a characteristic feature of local government offi- 
cers throughout the latter half of the twentieth century. 

We do not imply the public service ethos is a new concept or that fears 
for its demise have not been articulated by a number of commentators. 
Indeed recently there has been a rash of commentators keen to express their 
fears about the erosion of the PSE in relation to both the civil service 
(Plowden 1994; Whitmore 1994, inter alia) and local government (Harrison 
1994; Maldé 1994) as well as more general concerns about the decline of 
standards in public life (Cowper 1994; O’Toole 1993; Smith 1991). The estab- 
lishment of the Nolan Committee in 1994 and the public debate which fol- 
lowed the publication of the Scott report in February 1996 similarly 
reflected a growing disquiet over the behaviour of both elected representa- 
tives and public servants when facing difficult decisions. These discussions, 
however, provide little systematic data on the changing values and percep- 
tions of public servants and do not analyse the implications of such changes 
for local government. Moreover, they work with vague and imprecise con- 
cepts of the PSE without ever defining its features or normative impli- 
cations. They have been successful in raising a general awareness of 
changes to values and perceptions but have not really begun the systematic 
analysis of the changing PSE that is now necessary. 

This article acts as a corrective both to those who have concentrated upon 
the observable impact of reforms but have ignored the deeper cultural 
changes that are taking place in public organizations, and to the commen- 
tators on the PSE who have dealt with the changing values of public ser- 
vants in only a superficial and largely polemical manner. It also comp- 
lements the analyses of public service ethics which are currently focusing 
on the senior civil service (Greenaway 1995) and at a comparative level on 
the UK and Australia (Lawton 1995). This article is concerned with the 
impact of the wider reform process on the fundamental values that charac- 
terize the PSE and the converse ability of that ethos to resist or absorb 
change. It undertakes this analysis in four stages. First, it provides a 
detailed discussion of the features and values that comprise the PSE in 
contemporary local government. Second, it presents an empirical study of 
this ethos by contrasting four local authorities and examining the factors 
which most influence the values and perceptions of local government offi- 
cers. Third, it adopts a ‘new institutionalist’ (March and Olsen 1984 and 
1989) perspective to argue that this deep-rooted set of values and percep- 
tions is a more important element of contemporary local government than 
may at first be apparent. Finally, it analyses the empirical findings of this 
study from within the ‘new institutionalist’ framework and evaluates the 
impact of local government reform on the PSE since 1979. 
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A GENERIC DEFINITION OF THE PUBLIC SERVICE ETHOS 


Five features of a generic PSE can be identified that act as a common 
denominator between the various organizational and professional groups 
that populate local government: 


Accountability - Public servants are expected to accept the legitimacy of 
political structures and the processes of democratic government. It involves 
not only hierarchical mechanisms of accountability but also a commitment 
from public servants to implement a politically legitimate policy without 
reference to their own views on the wisdom of it. Indeed, Robert Armstrong 
when head of the civil service went further, arguing that civil servants 
should carry out their duties with ‘precisely the same energy and goodwill, 
whether they agree with it or not’ (cited in Ridley 1985, p. 31). A similar 
commitment is expected of those working elsewhere in the public sector 
including local government, although this commitment may be expressed 
differently in different organizational and political contexts. 

Bureaucratic behaviour — Public servants are expected to display the charac- 
teristics of the classical Weberian bureaucrat: for example, honesty, integ- 
rity, impartiality and objectivity. Whilst the principal tenets of bureaucracy 
have been a sustaining feature of UK public administration since at least 
the Northcote-Trevelyan report of 1853 they have been continuously 
refined and reasserted throughout the twentieth century as being an essen- 
tial element of the PSE (Plowden 1994). 

Public interest - The interests of public servants are not confined to the 
boundaries of their employing organizations, nor to those of their pro- 
fessions, but extend to the wider interests of the community which they 
serve. These interests include a notion of the ‘public good’ and a belief that 
the organization exists to serve that good. At times this justifies intervention 
by officers in matters of policy to provide a counterweight to partisan inter- 
ests. It also suggests that public servants will ‘second-guess’ the needs of 
the community especially in the context of technically complex decisions 
that require professional judgements. The danger of this argument of course 
is that it supports and justifies the technocratic structures and bureaucratic 
paternalism for which public organizations are so often criticized. 
Motivation - The absence of the profit motive is an important feature of 
those employed in local government. Whilst officers expect to receive 
reasonable remuneration for their efforts, personal or organizational profit 
is not the primary motivation for their activities. This feature is empirically 
supported by a number of studies. The Mallaby Committee (1967) found 
that a majority of officers joined local government because they felt that it 
would be rewarding and would enable them to do something of value for 
the community. Similarly, Long (1975) reported in her 1973 survey that a 
sense of achievement in work was identified by respondents as the single 
most important aspect of their work (90 per cent of respondents). A more 
recent MORI survey (LGMB 1994) of 3,876 local government employees 
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concurs generally with these findings. Two-thirds of respondents (66 per 
cent) rated ‘feeling that they accomplish something worthwhile’ as an 
important job factor. Motivation amongst public servants, therefore, is 
primarily altruistic rather than financial. 

Loyalty - Public servants operate within a complex and often ambiguous 
set of personal and organizational loyalties. These include loyalties to their 
employer (and possibly departmental loyalties within), professional loy- 
alties, general institutional loyalties (for example, loyalty to the institutions 
of government) and community loyalties (that is, loyalty to the community 
as a whole or to sections within it) as well as personal loyalties that emerge 
from interaction within both organizational and social contexts. The PSE, 
therefore, is characterized by inevitable conflicts between the various loy- 
` alties of public servants which highlight different values and provoke dif- 
ferent responses depending upon the organizational, professional and func- 
tional locations of individuals. 


This definition of the PSE offers a number of advantages over previous 
attempts to discuss the erosion of collective values amongst public servants 
(compare: Cowper 1994; Maldé 1994; Plowden 1994). First, it provides a 
tangible description of a previously vague and imprecise concept and 
allows both its underlying characteristics, and the extent to which they are 
changing, to be explored. It offers a benchmark against which changing 
values and perceptions can be analysed. Second, it enables the concept to 
be operationalized and opened up to empirical research. This generic defi- 
nition forms the basis of the case studies which follow. Finally, by concen- 
trating upon the normative assumptions of a generic definition, we draw 
attention to current perceptions of the PSE. Our definition does not pass 
comment on the moral value of the PSE; it is not an intrinsically virtuous 
concept. It does not even argue that public servants behave in the manner 
prescribed by the ethos. It simply reflects current norms about the values 
and ethos expected of public servants. This definition of the PSE, therefore, 
concentrates upon how public servants believe they should behave rather 
than how they actually behave. It follows that analysis of the PSE must 
concentrate upon the changing beliefs of public servants rather than 
changes in their patterns of behaviour. 


AN EMPIRICAL ANALYSIS OF THE PUBLIC SERVICE ETHOS 


Empirical analysis of the PSE based upon our generic definition was con- 
ducted in four local authorities over a three-month period. The purpose of 
the research was twofold. First, to determine the extent to which officers 
in local government currently believe in the PSE. Second, to determine the 
extent to which recent changes and reforms are influencing the perceptions 
of local government officers in relation to these values. Consequently, the 
research combines quantified responses with in-depth analysis of percep- 
tions and opinions. 
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Four local authorities were selected to represent the main types of local 
government at the time of the research: a county council; a district council; 
a metropolitan district council; and a London borough (none of the unitary 
authorities proposed by the Local Government Commission had come into 
existence at this point). The four authorities embodied not only structural 
and functional differences but also differed politically and organizationally. 
Political contrasts included a majority Labour-controlled authority (the Lon- 
don borough), an authority with a long history of no overall control (the 
county council) and a Conservative-dominated authority (the district 
council), although the latter was not Conservative ‘controlled’ because none 
of the elected members had chosen to sit as a party group despite the 
majority being elected on a Conservative party platform. Organizationally 
the authorities differed between those who had chosen to pursue competi- 
tive tendering strategies as much as possible (the district council) and those 
who had adopted a policy of minimalist compliance with statutory obli- 
gations for CCT (the London borough). These contrasts helped ensure that 
the chosen authorities were generally representative of local government 
whilst also providing a basis for evaluating the effect of political and 
organizational factors on the PSE. 

Within each authority a dual strategy of focus groups and questionnaires 
was adopted. The focus groups allowed a detailed exploration of the per- 
ceptions and attitudes of individuals in relation to the five features of the 
PSE. A stratified random sample of each organization was created by the 
random selection of individuals from different salary grades. Six focus 
groups were created that offered a cross-section of employees from junior 
clerical officers to senior and principal officers, and which offered a broad 
representation of professional and departmental interests. Contrasts were 
also created between those exposed to competition and those shielded from 
it. Each focus group involved eight individuals incorporating a total of 48 
employees from the four authorities. 

To complement the focus groups, questionnaires were designed to offer 
more quantifiable data about employee values and perceptions. A postal 
questionnaire was sent to randomly selected individuals at each of the four 
authorities. Respondents were ensured anonymity and no questions were 
asked that would enable the identification of individuals, although a num- 
ber of questions allowed a degree of profiling of respondents according to 
gender, salary, age and length of service in local government. In total 271 
individuals from the four authorities completed the questionnaires giving 
a response rate of 57.5 per cent. 

In using a combination of focus groups and questionnaires in four con- 
trasting local authorities the aim was to achieve as broad a cross-section of 
attitudes and perceptions as possible within the limited resources available 
to the research team. There are, of course, a number of limitations to this 
ambition. First, the extent to which the four selected authorities could be 
deemed representative of the 514 local authorities in Great Britain (reducing 


© Blackwell Pubhshers Ltd 1996 


644 LAWRENCE PRATCHETT AND MELVIN WINGFIELD 


to 441 by 1998 in the aftermath of the Local Government Commission) 
imposes limitations upon the degree to which generalizations can be made 
from the sample. The methodology consciously addressed these limitations 
by ensuring as broad a contrast as possible between authorities, thereby 
allowing various factors to be compared. Second, the limited number of 
individuals sampled within each authority further limited the representa- 
tiveness of the sample, although the statistical reliability was compensated 
for by the more detailed information obtained in the focus groups. None- 
theless the study provides the first analysis of the impact of current public 
sector changes upon the underlying values and perceptions of local govern- 
ment officers. 

Three key findings emerged from the analysis of the case studies. First, 
there exists a high level of belief in the PSE amongst local government 
officers. Overall some 77 per cent of respondents professed a belief in its 
existence: a considerably higher proportion than might have been expected 
given the changes which have swept across local government in the last 
two decades. As figure 1 shows, however, not all of those who professed 
a belief characterized it in favourable terms. Of the 51 per cent who viewed 
it in a largely positive light some defined it in narrow terms as being behav- 
iour associated with professional or organizational codes of conduct, whilst 
others defined it in a much broader sense to encompass a unique set of 
values and predilections which distinguish public service. Most of these 
characterizations were consistent with our five dimensions of the PSE. More 
significantly, however, 26 per cent of respondents believed in the existence 
of the PSE but characterized it as being a largely negative concept that 
encouraged inefficiency and obstructive bureaucratic behaviour, and in 
some instances, even corrupt activities. As one participant in the focus 
groups argued, the PSE ’.. . stifles initiative, people are demoralized by but 
resigned to red tape, all of us are undervalued ... there’s little stimulus or 
challenge ... and there’s no sense of pride or ownership’. Another respon- 
dent went further associating the ethos with ‘petty bureaucracy and woolly 
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minded liberalism’. For those who viewed the PSE as a negative concept 
it was a feature of ‘old’ local government. Hence, the main conclusion here 
is that whilst over half the respondents concur with and aspire towards 
the PSE, a significant body either denies its existence or characterizes it in 
pejorative terms. For this latter group the PSE should be replaced by an 
alternative set of norms and values. 

The second principal finding concerns the extent to which belief in the 
PSE varied according to personal and demographic characteristics. Age and 
length of service were both found to be important variables in relation to 
the PSE. More than 80 per cent of those who had worked in local govern- 
ment for twenty years or more professed a belief compared with just 30 
per cent with less than five years service. Similarly the age of respondents 
was an important factor with 79 per cent of those aged over 40 expressing 
a belief in the PSE and a descending scale amongst younger respondents, 
although there is an obvious direct link between age and length of service 
because younger individuals cannot have a long length of service. But sev- 
eral older respondents who were relatively new to local government still 
professed a strong belief in the PSE. 

Of greater interest, however, are the relationships between salary level, 
gender and belief in the PSE. Participants were asked to record the degree 
to which they preferred to do their jobs in the public rather than private 
sector on a five-point scale ranging from a strong preference for the private 
sector through to a strong preference for the public sector. Figures 2 and 
3 illustrate the analysis of the responses according to their gross annual 
salary and their gender. 

Figure 2 conducts the analysis of salary level by distinguishing between 
three broad salary groups: those earning less than £15,000 per annum; those 
earning between £15,000 and £25,000; and those earning more than £25,000. 
It shows the percentage in each salary band that demonstrated allegiance 
to the public or private sector. Figure 2 highlights two conclusions. First, 
allegiance to the public sector is strongest amongst the highest paid categor- 
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FIGURE 2 Degree of allegiance to the public sector by salary 
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FIGURE 3 Degree of allegiance to the public sector by gender 


ies and diminishes as income decreases. On its own this is not a surprising 
finding especially as older individuals with longer lengths of service are 
more likely to be in the higher salary bands. Second, however, those in the 
lowest paid category display the least allegiance to the public sector, but 
more significantly, show very little preference for employment in the priv- 
ate sector either. Indeed this category of respondents appears to be largely 
indifferent to their location in either the public or private sector with the 
biggest proportion expressing no preference at all. Although there is a high 
correlation between those in senior positions and a strong sense of 
allegiance to the public sector the converse relationship does not occur as 
salary level diminishes. Instead, decreased salary level suggests an indiffer- 
ence towards the location of employment rather than a stronger preference 
for other sectors. This indifference is contrary to what might have been 
expected where those in the lower paid jobs might have seen greater 
opportunities for improving their incomes in the private sector. 

Figure 3 analyses allegiance by gender. Although the responses were rela- 
tively evenly balanced between male and female participants (53 per cent 
male, 47 per cent female) their respective allegiance to the public sector 
differed markedly. A much higher proportion of males demonstrated a 
preference for the public sector than females. Indeed, the female line in 
figure 3 is much flatter suggesting this category of respondents were much 
more equivocal about their location of employment than their male col- 
leagues. There are a number of methodological problems with this finding. 
Despite extensive attempts to implement equal opportunities policies in 
local government, women are still more likely to be employed in lower 
paid, lower status and more temporary posts than their male peers; their 
career opportunities are likely to be more limited; and they are much more 
likely to be adversely affected by many of the current reforms especially 
CCT (Equal Opportunities Commission 1995). Notwithstanding these prob- 
lems, however, the disparity in values and attitudes between the genders 
suggests a significant threat to the PSE. Collectively, age, length of service, 
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salary level and gender appear to be the key dependent variables in relation 
to the PSE. To put it another way, better paid older males with a long 
history of service in local government are the individuals most likely to 
hold and perpetuate a belief in the PSE. 

The third key finding from the study concerned the location of individ- 
uals within organizations and particularly the extent to which their belief 
in the PSE was affected by their proximity to competition or other aspects 
of recent market-based reforms. Our general finding was unexceptional: 
those most exposed to market-related reforms are least likely to believe in 
or support the values associated with the traditional PSE. Only 54 per cent 
of those employed in direct service organizations professed a belief com- 
pared with the average of 77 per cent of all respondents. But when explored 
in more detail in the focus groups two important supplementary findings 
emerge. 

First, the overall attitude and policies of the employing authority in 
relation to market-based reforms have a significant influence on the under- 
lying values of those most exposed to competition. Thus, in the authority 
most actively pursuing competitive tendering (the Conservative-dominated 
district council), a significant proportion of participants (48 per cent) were 
noticeably reluctant to associate themselves with the PSE and expressed 
scepticism and doubts that it was relevant to their emerging roles in the 
organization. By contrast in the authority adopting the most obstructive and 
minimalist stance towards compulsory competitive tendering (the London 
borough) a large majority of participants (83 per cent) supported the con- 
cept of such an ethos and argued it was of value to them in coping with 
emerging contractual relations. As one participant summarized the then 
imminent division of client and contractor roles in housing: T view them 
[client/contractor splits] as artificial splits that are imposed from above, 
and what happens is that all the way until we legally have to be split, 
and afterwards, we will be working together for the corporate good.’ The 
implication is that individual local authorities are able to foster particular 
values through their attitudes and policies towards organizational reforms. 
Furthermore, those that demonstrate the clearest policies towards such 
changes, whether in favour or in opposition to them, are most likely to 
have an impact upon the underlying beliefs and perceptions of their staff. 
This conclusion is borne out by the more equivocal responses received from 
the other two authorities (the county and metropolitan district) which had 
adopted a more ambiguous posture towards market-based reforms. 

Second, in those areas of an authority that are most exposed to compe- 
tition the values of the PSE are evolving rather than declining. Although 
those employed on the contractor side were more reticent about the tra- 
ditional values of the PSE they were nevertheless anxious to be associated 
with other values which they considered to be of growing importance to 
their jobs. These included such values as: a greater dedication to the pro- 
vision of qualitatively better and more efficient services; a more innovative 
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and flexible approach to the management of functions that comes from a 
competitive and entrepreneurial environment; and an acceptance of the 
need for objective measures of organizational and individual performance. 
The key emphasis in these values was upon improved service delivery and 
a move away from those values which could inhibit flexibility and inno- 
vation in service provision. Participants were less concerned with the polit- 
ical dimensions of local government and more concerned to stress the need 
for their own sections to behave in a more commercial manner. Thus they 
observed tensions between their own ambitions and the traditional values 
imposed by the PSE. Nevertheless these participants did not feel that such 
emergent values were incongruous with their roles as public servants. 
Indeed, many argued it was their desire to serve the public that encouraged 
the adoption of such views. So, exposure to market-based reforms had the 
effect of encouraging an evolution of values rather than a demise of the 
public service ethos. This conclusion does, however, raise concerns over 
whether such evolving values are compatible with the long-term develop- 
ment of public service or whether they serve to undermine it. 

These three main findings suggest that, although the majority of local 
government officers believe in and support the concept of a public service 
ethos, there are a number of factors which influence the extent to which 
such beliefs are sustainable in the foreseeable future, and which imply an 
evolving set of values and perceptions in public service. Changes in the 
demographic and professional composition of local government officers, 
combined with organizational and political changes in the nature of local 
government, may lead to significant changes in the way the generic features 
of the PSE are both valued and upheld by officers. In isolation these 
changes may seem of marginal importance, especially when placed in the 
context of the more profound reforms occurring in local government. But 
when analysed from a new institutionalist perspective their true signifi- 
cance, as both a central object of reform and a major mediator of its influ- 
ence, emerges. 


A NEW INSTITUTIONALIST PERSPECTIVE ON THE PUBLIC 
SERVICE ETHOS 


Institutional approaches in public administration are not new. Indeed, it is 
widely recognized that ‘[I]nstitutional description is the heart and soul of 
public administration’ (Rhodes 1988, p. 102). Traditional approaches to pub- 
lic administration have concentrated upon the formal institutions of the 
state by describing the various institutions that have constitutional auth- 
ority, the ways in which each institution formally relates to others, and 
their prescribed functions and limitations. By contrast the ‘new’ institution- 
alism is concerned with the informal norms, rules and structures that exist 
within and around the formal institutions. It is concerned with the deep 
structures and rules of the game which provide a context for individual 
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actors and which inform and shape their behaviour. To the focus on formal 
organization it adds the informal clusters of rules, symbols, rituals, beliefs 
and values which structure political processes and outcomes and which 
provide internal cohesion and stability. 

The ‘new’ institutions are not transparent and tangible organizations but 
are opaque and abstract structures of power which are ill-defined and sel- 
dom analysed. Nevertheless their impact is profound. They impose order 
and structure on political processes. Actors behave according to norms and 
convention, according to a logic of appropriateness thar is conditioned by 
their existence in both formal and informal institutions (Lowndes 1996). 
From this perspective the PSE can be seen to be a largely informal insti- 
tution that exists within, and interacts with, the more formal institutions 
of government. There is a complex and opaque overlap between formal 
and informal institutions in which the boundaries between them, and more 
importantly, the ways in which they influence both actors and policy out- 
comes, are intrinsically blurred. l 

New institutionalist theories have made an impact across a number of 
related academic disciplines, from economics (North 1990) through to 
organization theory (Meyer and Rowen 1991). Although it is possible to 
identify some core elements that underpin new institutionalist theories (see 
for example, Lowndes 1996) it is unhelpful to treat them as a coherent 
theoretical framework. Instead this article concentrates upon new insti- 
tutionalism as it has emerged in political science and particularly the work 
of March and Olsen (1984, 1989). This literature is particularly useful to the 
analysis of the PSE because it characterizes it as a political institution: that 
is, as an arena in which established norms and conventions impose order 
on political life and influence policy outcomes. 

New institutionalism emphasizes the overarching importance of political 
institutions in imposing structure on the complexities of contemporary poli- 
tics. March and Olsen argue for a theory of politics that recognizes the 
structural and causal position of institutions and which emphasizes ‘inter- 
dependence between relatively autonomous social and political institutions’ 
(1984, p. 738). In this sense politics is as much concerned with giving coher- 
ence and meaning as it is to delivering outcomes. Political activities such 
as public consultation exercises, Prime Minister’s question time or election 
manifestos are as effective in imposing symbolic order on the world as they 
are in achieving political ends. A focus on the PSE echoes much of this 
approach by concentrating upon the collective impact of values and culture 
on political processes, rather than the influences of individuals on polit- 
ical outcomes. 

The contention that the PSE is a political institution in its own right is 
predicated upon the assertion that the values and beliefs of a range of pro- 
fessions and classes have been aggregated and institutionalized into a 
coherent tacitly articulated culture. As an institution it is interdependent 
with other formal and informal institutions. Thus, it can be seen to mediate 
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and influence changes in other institutions rather than simply respond to 
them. This institutionalist perspective is of most use in analysing and 
understanding the processes of change and reform in the public sector, but 
first it is necessary to clarify the characteristics that make the PSE a political 
institution in its own right. Three related features of the new institutional- 
ism are particularly relevant in establishing the PSE as a political institution 
and in indicating its role in mediating and influencing public sector change. 


The causal position of institutions 

Institutions are characterized by internal coherence and stability which 
enables a degree of consistency despite changes in the external environ- 
ment. As a result, institutions are ‘collections of standard operating pro- 
cedures and structures that define and defend interests. They are political 
actors in their own right’ (March and Olsen 1984, p. 738). Political insti- 
tutions are not only influenced by social and economic forces but are also, 
in turn, able to influence these external factors: to ‘affect the flow of history’. 
This argument holds particular merit for the PSE. It suggests that relatively 
independently of the values of individuals the PSE as a political institution 
is able to mediate and alter the value changes that are implicit in the ideo- 
logically driven reforms of the last two decades. Furthermore it also sug- 
gests that where isolated attempts are made to introduce individuals with 
different or contrasting value systems into the public sector, the internal 
coherence of the institution is able to withstand pressures for reform, and 
to socialize such individuals into its own norms and standards. As an insti- 
tution, therefore, the PSE mediates the reform process and imposes its own 
values upon externally driven changes. 


The rule-governed basis of institutions 

The causal position of an institution reflects not only its autonomy relative 
to other institutions but also its history and the ways in which rules have 
become encoded within institutional experience. Rules serve a dual function 
within institutions. First, they act to simplify the complexities of political 
environments for individuals, providing a framework by which to under- 
stand roles and expectations. Hence the five features of the PSE provide a 
framework for public servants that defines their roles in relation to cus- 
tomers, citizens, politicians and other organizations. They also provide a 
boundary to expectations, indicating the directions and limitations of polit- 
ical activity expected of them. For example, for front-line housing officers 
in local government, the emphasis that the PSE places on accountability 
simplifies the potentially complex relationship between tenant, housing 
department, council policies and individual elected members, providing a 
framework within which officers can justify particular actions and limit 
their responsibility for decisions. In particular, it legitimates actions that do 
not correspond with the personal beliefs or sympathies of individual offi- 
cers but are none the less expected of them. 
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Second, and more profoundly, the function of rules in institutions is to 
invoke a logic of appropriateness. ‘Rules define relationships among roles 
in term of what an incumbent of one role owes to incumbents of other 
roles’ (March and Olsen 1989, p. 23). The emphasis, therefore, is upon the 
duties and obligations that are assigned to public servants by virtue of their 
position and role in the bureaucracy and by their relationship with other 
institutions. Accordingly public servants do not always act rationally to 
maximize their own utility from their positions but behave according to 
the expectations and constraints that the PSE imposes upon them. From 
this perspective, the altruistic motives and actions of officers emerge not 
because they are an intrinsic characteristic of either the individuals or the 
profession in which they work but because their role in relation to the com- 
munity, politicians and other institutions of government imposes a duty to 
exhibit such motives. They are obliged by the PSE to express values such 
as “public interest’ and to behave in particular ways. This is not to say 
that rules will necessarily lead to routine or inevitable outcomes in every 
circumstance. The new institutionalist perspective recognizes rules may be 
inexact or incomplete and actors may have to choose between different 
logics of appropriateness; public servants may be faced with an array of 
conflicting rules which the differing loyalties of the PSE compound. 


The significance of symbolic action in institutions 

Whilst rules serve the dual function of simplifying complexity and invoking 
a logic of appropriateness which guides and constrains individuals, they 
also formalize the meaning of various institutional symbols and create and 
confirm interpretations of life, both for individuals within the institution, 
and for those who observe it from a distance or interact with it. For March 
and Olsen, therefore, institutions are rich in symbols that assure the world 
events have occurred in the way they are supposed to. 

In so far as institutions are concerned with symbolic action, the pleasures 
of participation are in the processes of politics rather than outcomes. For 
the PSE, therefore, individuals subscribe to the values and attitudes of the 
institution not only because of the duties and obligations imposed on them 
by their role within the bureaucracy, but also because it gives meaning to 
the various activities they perform within it. The PSE provides an interpret- 
ation of life within public bureaucracies. It provides an explanation of 
relationships with politicians, communities, other agencies and so on, and 
presents a context within which such issues as political accountability, pub- 
lic interest and bureaucratic behaviour have meaning for individuals. Fur- 
thermore, as a political institution, the PSE is self-sustaining, particularly 
in relation to the motivation of public servants. For example, individuals 
accept and promote the concept that they are not motivated by profit, partly 
because it supports their actions and aspirations within public organiza- 
tions. As March and Olsen (1989, p. 40) suggest ‘individuals organize argu- 
ments and information to create and sustain a belief in the wisdom of the 
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action chosen, thus in the enthusiasm required to implement it’. In subscrib- 
ing to a particular set of values such as the PSE, public servants attach 
symbolic meaning to their role in bureaucracies which both justifies their 
existence within the bureaucracy and endows it with meaning. But in keep- 
ing with the assertion that the pleasure is often in the process rather than 
the outcome, the PSE is often more helpful in providing a framework for 
the interpretation of meaning for individuals than in arbitrating between 
conflicts of values. 


THE PUBLIC SERVICE ETHOS AS A POLITICAL INSTITUTION 


Characterizing the PSE as a political institution serves two functions. First, 
it offers an explanation of why so many local government officers still sub- 
scribe to its values despite a sustained period of reform which sought to 
change the bureaucratic culture of the public sector. It also offers an expla- 
nation of why individuals from a diverse range of functional, professional, 
socio-economic and educational backgrounds should share a common set 
of values within particular organizational contexts. As an institution of con- 
temporary local government, the PSE provides officers with a legitimate 
role and logic of appropriateness for undertaking their day-to-day activi- 
ties, many of which may involve decisions and actions which do not sit 
comfortably with their own personal interests or convictions. As a political 
institution rich in symbols that provide meaning and guidance for local 
government officers the PSE has great normative appeal in what might 
otherwise be a complex and confused political and organizational existence. 

Second, a new institutionalist perspective allows systematic analysis of 
the relationship between the widespread reform of local government and 
the deep-rooted values of the PSE. It is possible to explore the extent to 
which the PSE is being affected by the changes of the last two decades. 
Drawing upon the empirical data presented earlier it is possible to dis- 
tinguish between intentional and unintentional influences on the public ser- 
vice ethos. 

Assertions that there have been intentional attempts to change the PSE 
in local government is rooted in the declared ideology of successive Con- 
servative central governments since 1979. The wealth of literature that has 
emerged around ‘Thatcherism’ suggests that the reform of public services 
since 1979 was much more coherent than that achieved by previous govern- 
ments (Moon 1994; Letwin 1992), although others are more sceptical of her 
impact upon policy outcomes (Marsh and Rhodes 1995). Indisputably it is 
clear that a central and on-going feature of the ‘revolution’ was an attack 
upon a perceived, over-large bureaucracy. In the rhetoric surrounding 
reforms, bureaucracy was characterized in its pejorative sense to emphasize 
the inefficient and obstructive nature of both public organizations generally, 
and public servants in particular. Reforms that were explicitly concerned 
with restructuring accountability, increasing competition, emphasizing con- 
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sumerism, and reducing the opportunities for state intervention, were also 
concerned with altering the values and attitudes of those involved in 
delivering public services. Consequently, a change in the PSE was an 
implicit function of the more overt changes introduced. 

This study shows that, despite the intention to reform public sector 
values since 1979, the impact has not been as great as might have been 
anticipated. Over three-quarters of our respondents believed in the PSE 
although a significant proportion were more sceptical about its value to 
contemporary local government. This diversity of beliefs is compounded 
by the emergence of new values not traditionally associated with local 
government, which can be linked to the rise in new public management 
and its emphasis upon commercial and competitive values in the manage- 
ment of public services. Thus, whilst 74 per cent of respondents believed 
that ‘interesting work’ was a major feature of local government employ- 
ment, and 63 per cent claimed a similar value in ‘serving the community’, 
a significant number also highlighted other values, including business acu- 
men (25 per cent of respondents) and enterprise (29 per cent of 
respondents). Though it is probably the case that there have always been 
some who doubted the existence of a distinctive culture amongst local 
government employees, the fact that nearly half of our respondents per- 
ceived the PSE in negative terms must be considered something of a tri- 
umph for those who have sought intentionally to change the underlying 
values of public service. As an institution the PSE has proved to be vulner- 
able to gradual but intentional change. 

The incremental nature of intentional change must be juxtaposed against 
the piecemeal effects that unintentional change of the PSE has had. Reform 
of other institutions of the UK polity, especially within local government, 
will also indirectly and unintentionally affect the evolution of new values 
and the erosion of old attitudes within the PSE. The causal relationship 
between the two is necessarily dynamic. Changes in other institutions will 
compound, alter and direct changes within the PSE, whilst as an institution 
the PSE will also influence the evolution of other institutions. The signifi- 
cance of this exogenous institutional change for the PSE should not be 
underestimated, not least because it introduces new individuals and new 
relationships to the PSE. The introduction of both new individuals and new 
groups of interests inevitably introduces new values and questions old cer- 
tainties. The introduction of new technologies, new systems of management 
and new organizational structures all have an impact upon internal and 
external institutional relationships, altering information flows, networks of 
influence, and ultimately, power relations. As a political institution the PSE 
will seek to negotiate and mediate these impacts but in so doing it is inevi- 
table it will also undergo some internal change. Consequently, analysis of 
these changes cannot be oversimplified. It is a complex and interdependent 
process which occurs incrementally, and often, imperceptibly. 

Despite the widespread impact of the reform process on other institutions 
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the PSE has shown itself to be resistant to much of this pressure for change, 
and has been successful in mediating and moderating its impact. The 
empirical evidence suggests that changes in the roles and organizational 
location of individuals appears to be having only a limited impact upon 
their appreciation of the PSE. But the analysis of factors affecting the PSE, 
on the other hand, suggests that exogenous institutional change is gradually 
influencing the PSE through demographic means. The finding that gender, 
age and length of service are key influences on the PSE is particularly sig- 
nificant. Changes occurring in other institutions, and especially those that 
are altering the demography of public administration (such as equal 
opportunities, early retirement, etc.) are having an unintentional but evol- 
utionary impact upon the institution of the public service ethos. 

The central theme of this article has been that the PSE is a key institution 
of UK government and is of particular importance during a sustained per- 
iod of structural, organizational and managerial change. The PSE imposes 
order upon a functionally and politically differentiated set of organizations, 
providing a degree of coherence and consistency of values amongst staff 
delivering a diverse range of public services. It offers stability to public 
administration, both by providing symbolic reassurance to individual pub- 
lic servants, and by imposing its own internal inertia on externally gener- 
ated changes. It provides a set of values that provide meaning for public 
servants as well as imposing duties and obligations upon them. It is the 
common denominator that provides a shared appreciative system across a 
diverse range of organizational and professional boundaries. Public ser- 
vants do not simply share employment in public organizations. The nature 
of that employment carries with it a distinctive set of values and percep- 
tions that shapes their attitudes and responses and provides a framework 
for interpreting and understanding relations with others. 

Conceptualizing the PSE as a political institution brings a new focus to 
the process of change in local government and allows the structural, organi- 
zational and managerial reforms that have been imposed upon local auth- 
orities to be analysed from the perspective of those who have been most 
affected by them. This perspective is not a uni-dimensional focus in which 
reforms are seen to be thrust upon an unsuspecting and powerless bureau- 
cracy. Instead it emphasizes the interdependence of various institutions and 
the dynamic of relationships between them. The PSE is not only affected 
by the reforms occurring in other institutions. As a political institution in 
its own right it is also able to influence and mediate the development of 
these changes, both reducing their impact on its own institutional values, 
and changing their significance in other institutions. Consequently, those 
who would reform the public sector ignore the institutional features of the 
PSE at their peril. 

Political institutions are arenas with a certain decisional competence; that 
is, they structure and order the decisions of individuals. The PSE is one of a 
number of interdependent institutions which influence the decision-making 
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capacities of individuals, and impose duties and obligations upon their 
actions. Ordinarily the PSE may appear to be an arena for low order admin- 
istrative politics, framing and moulding the daily activities of public ser- 
vants (although the extent to which relations between ‘neutral’ officers and 
‘partisan’ politicians can ever be deemed low order is questionable). During 
a period of widespread and extensive public sector change, however, it is 
also the focus of higher order ethical politics, questioning the legitimacy of 
some exogenous changes and shaping the form and nature of others. An 
institutional perspective is, therefore, vital for understanding both the 
changes occurring within the PSE, and the relationship of these to the wider 
changes occurring in local government specifically, and public adminis- 
tration in general. The changes in the PSE witnessed in this article are more 
than peripheral phenomena. They strike to the very heart of the institutional 
transformation taking place in contemporary local government. 
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APPOINTMENTS TO THE HIGHEST GRADES 
IN THE CIVIL SERVICE - DRAWING THE 
CURTAIN OPEN 


DAVID RICHARDS 


The appointments process to the higher civil service is important but little infor- 
mation about it is in the public domain. This article provides such information, 
using material gathered from a series of interviews with senior civil servants. Part 
one offers an authorized account of the procedures for senior appointments. The 
second part makes use of information I gathered from officials closely involved in 
the procedures, to piece together what actually occurs, in a still highly secretive 
area of Whitehall proceedings and highlights the disparity between ‘official theory’ 
and actual practice. The article concludes by suggesting that a dominant Prime Min- 
ister has the potential to use a system, originally fashioned by Whitehall, for White- 
hall, for political purposes. 


INTRODUCTION: TOP APPOINTMENTS IN WHITEHALL - A 
PROCEDURE CLOAKED IN SECRECY 


In 1987, RIPA published a report into top appointments, which received 
the unofficial blessing of the then Cabinet Secretary Robert Armstrong. In 
their report the authors conceded that: 


Apart from brief references to the need for the Prime Minister’s approval 
and the existence of SASC, procedures at the top of the service are 
shrouded in secrecy: only those directly involved in the process know 
exactly how and why decisions are taken. Consequently, the account that 
follows of the operation of the SASC system describes only in general 
terms our understanding of current senior promotion practices (RIPA 
1987, p. 25). 


Their report devotes only 13 pages to these procedures and accepts that 
much of it is speculation. Elsewhere, information on this subject is sketchy 
and, in some cases, misinformed. The most eminent, general works on the 
modern British civil service - Hennessy’s Whitehall (1989), Drewry and But- 
cher’s The Civil Service Today (2nd edn. 1991) and Fry’s The Changing Civil 
Service (1985) — either say nothing or devote only brief passages to the 
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Senior Appointments Selection Committee (SASC) and none have provided 
a detailed account of the processes at work in appointments to the highest 
two grades in Whitehall. The problem has been the limited, official infor- 
mation available and the reluctance of those who have been involved to 
provide detailed accounts of what actually occurs. Thus, the processes 
involved have remained shrouded in secrecy. It is a sad failing on the part 
of British political science that no one has yet been able to elicit this infor- 
mation. For the past twenty-five years, a system has been left to operate 
unobtrusively, with minimal scrutiny and yet is responsible for selecting 
the individuals who operate at the very heart of our governmental machin- 
ery. This article attempts to address this failing and provide, at least the 
framework and environment within which top appointments are made. 

In constitutional terms the Prime Minister, on the advice of the Cabinet 
Secretary, approves all appointments to the top two grades in the higher 
civil service. At present, it is the Head of the Home Civil Service, in the 
recent past also the Cabinet Secretary, who makes the final appointment, 
having listened to the views of SASC and the minister of the relevant 
department in which the appointment is to be made. 

Present-day procedures reflect the government’s decisions on the rec- 
ommendations of: the Efficiency Unit’s report on Career Management and 
Succession Planning (the Oughton report 1993); the White Paper The Civil 
Service: Continuity and Change (1994); the Treasury and Civil Service Com- 
mittee’s Fifth Report: The Role of the Civil Service (1993-94); and the White 
Paper The Civil Service: Taking Forward Continuity and Change (1995). These 
recommendations have produced an increased professionalization in the 
system of personnel management in Whitehall. However, the procedure for 
top appointments has not radically altered since the early 1980s. 

In the first part of this article I examine the ‘official theory’ regarding the 
top appointments procedure and present a chronology of the stages 
involved when a vacancy at grades 1/1a arises in the home civil service. 
The bulk of the information in this section is based on an interview with 
a high-ranking official in the Office of Public Service. The second part 
addresses the ‘reality’ of senior appointments, based mainly on information 
compiled from a series of interviews I conducted with senior civil servants.’ 
This section provides an analysis of the relationship between the Cabinet 
Secretary and the Prime Minister, the effect of introducing an outsider to 
the SASC Board and an examination of the role of sending ‘high-flyers’ to 
the centre to gain experience. 


THE AUTHORIZED VERSION: CHATTING BEHIND CLOSED 
DOORS - THE SENIOR APPOINTMENTS SELECTION COMMITTEE 


In 1968 the Fulton report proposed that a committee should be established 
to aid the Cabinet Secretary in his duty to appoint officials to the top two 
grades in the higher civil service. Although Fulton’s proposal was not 
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implemented in the manner which the report had recommended, a civil 
service memorandum to the House of Commons Expenditure Committee 
in 1976 indicated that: 


In July 1968, with the Prime Minister’s approval, a committee consisting 
of a number of senior officials, including senior professional civil ser- 
vants was set up to assist the official Head of the Home Civil Service in 
making his recommendations to the Prime Minister for the filling of 
home civil service vacancies at deputy secretary level and above. The 
committee has met monthly since (HC 1976-77, 535, H, p. 2, para. 7). 


This committee was called the Senior Appointments Selection Committee. 
In Spring 1996, the composition of SASC was: 


The chairman — Robin Butler, Secretary of the Cabinet and Head of the Home 
Civil Service. 

The body — Four or five of the most senior permanent secretaries in White- 
hall; in Spring 1996: Sir Terence Burns — Permanent Secretary, HM Treas- 
ury; Sir Peter Gregson — Permanent Secretary, Department of Trade and 
Industry; Sir Anthony Battishill - Permanent Secretary, Inland Revenue; 
Mr. Richard Wilson — Permanent Secretary, Home Office. Membership of 
the committee is not based on the seniority of departments, but on the 
personal qualities of the individual and his/her standing within the White- 
hall community. An individual normally stays on the committee until his 
retirement. 


An outsider — Sir Michael Angus, Chairman, Whitbread ple. 


A woman — Despite the decision taken in 1994 to appointment a woman, 
such an appointment has still not been made. Writing in Autumn 1994, 
Peter Kemp (1994, p.596) commented: ‘And there is to be, inevitably, a 
female; but, as if to underline the issue here, she has not yet been named.’ 


The first ctoil seroice commissioner — Sir Michael Bett. Once SASC has decided 
whether a particular post should be filled through open competition, rather 
than by internal selection, the Commissioner’s role is to oversee open com- 
petition for senior posts. The post is held by the equivalent of a grade 1 
official. The government White Paper The Civil Service: Taking Forward Conti- 
nutty and Change (1995) recommended an appointment from outside the 
civil service. 

The secretary — Head of the Senior Civil Service Group, Cabinet Office/OPS 
and Senior Secretary to SASC. 


The relevant permanent secretary ~ The permanent secretary of the department 
in which the vacancy has arisen will attend [but only temporarily], as well 
as the permanent secretaries of other candidates who are being considered 
for promotion. 
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SASC is chaired by the Cabinet Secretary and the individuals who sit on 
SASC do so at his invitation. Their official role is to give advice. The perma- 
nent secretary of the department in which the vacancy is to be filled will 
also be invited to join the committee, if he or she is not already a member. 
SASC acts solely in an advisory capacity to the Cabinet Secretary. The 
Cabinet Office/Office of Public Service supplies a secretary to SASC, nor- 
mally a grade 3 official. 


KEEPING THE DOOR AJAR — THE CIVIL SERVICE 
COMMISSIONERS 


The origins of the Civil Service Commission (CSC) date back to the 
Northcote-Trevelyan report. It was established to: 


... prevent political patronage moving it in a reverse-flow into the civil 
service ... It has operated on the basis of Order in Council ever since, 
and answers to the Queen, not the Prime Minister, as an institutionalised 
guarantor of merit and probity against the corrupting forces of political 
favouritism and patronage (Hennessy 1989, p. 371). 


The commission’s raison d'être is to maintain the principles of open and fair 
competition, with selection to the civil service being based on merit. The 
First Commissioner sits on SASC, to ensure that this principle is main- 
tained. The CSC’s chief weapon is the ‘certificate of qualification’, which is 
required by all individuals in the higher open structure and which only 
the commission can grant. In the 1980s this resulted in a number of conflicts 
between ministers and the commission. 

In the light of the government White Paper, The Civil Service: Taking For- 
ward Continuity and Change (1995), CSC has been given new functions. Most 
importantly, the First Civil Service Commissioner has replaced the Cabinet 
Secretary as an independent ‘court’ of appeal for any civil servant wishing 
to report an alleged breach of the Civil Service Code, or who wants to speak 
on an issue of conscience. In order to facilitate this, at present, the First 
Civil Service Commissioner is appointed from outside the service. ‘In the 
light of ... the proposed new role for the Commissioners in appeal pro- 
cedures under the Civil Service code, the government has decided that the 
next First Civil Service Commissioner should not hold the post as a serving 
civil servant (Cm. 2748, 1995, p. 7)’. In addition, the Commissioner’s remit 
has been broadened. He/she will be responsible for: ’. .. the interpretation 
of the principles of fair and open competition on merit for all civil service 
recruitment — not, as now, only for senior appointments ... The Com- 
missioners will also be responsible for approving all appointments from 
outside the civil service to the new senior civil service (grades 1-5)’ 
(Cm. 2748, 1995, p. 7). 
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SUCCESSION AND CAREER PLANS: WHAT IS INVOLVED? 


Since the Fulton report called for an expanded and unified central manage- 
ment body for the civil service, there have been five incarnations of such 
a body - The Civil Service Department (CSD) 1968-81, the Management 
and Personnel Office (MPO) 1981-87, the Office of the Minister for the Civil 
Service (OMCS) 1987-92, the Office of Public Service and Science (OPSS) 
1992-95 and finally, in July 1995, the Office of Public Service (OPS). The 
most recent body, the OPS, is part of the Cabinet Office. The Senior and 
Public Appointments Group is located within the OPS. It has responsibility 
for co-ordinating the annual ‘career plans’ and ‘succession plans’ made by 
each department for specific posts and individuals. These plans were first 
introduced in 1983 on the recommendation of the MPO. From the outset: 
‘... ‘succession plans’ were regarded by the MPO as a valuable manage- 
ment tool, indicating a ‘short list’ of people who, after an annual review of 
their promotion potential, would be thought qualified or suited to future 
vacancies’ (McDonald 1992, p. 93). 

At present, the Head of the Senior Civil Service Group reports to SASC 
on the details of these plans and also acts as secretary to the committee. This 
group is at the centre of personnel planning for the Senior Civil Service. 

In theory, ‘succession plans’ aim to identify potential successors to parti- 
cular posts, so they can receive, in advance, the proper training and experi- 
ence required. The 1993 Oughton report, Career Management and Succession 
Planning Study, presented a detailed account of what was involved in the 
making of ‘succession plans’: 


Each year departments conduct a succession planning exercise to assess 
the future staffing needs of each department at its senior levels and the 
supply of people to meet these needs. They identify staff with potential 
for further promotion, check people are being developed to enable them 
to fill likely future jobs effectively, and identify people who might benefit 
from a move either within a department or between departments, or to 
some outside organizations. For this purpose, departments are asked to 
assess staff already in grades 2 and 3 and staff in the feeder grades, 
and map out their human resource development plans, making available 
information to the Cabinet Office (OPS) each Autumn. 


This process involves the following arrangements: 


(a) Promotability 

The promotability of all staff in grades 2-5 is assessed each year. Some 
people can be assessed as ‘promotable within a year’ or ‘very likely later 
to be promotable’ or ‘not listed’. Staff in grades 4 and 5 are listed if they 
are considered ‘promotable now or within a year’. 


(b) Longer-term potential 
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Departments are asked each year to identify their high potential achievers 
in grades 2-7 who are likely to merit early advancement and timely devel- 
opment opportunities to fit them for such advancement. 


(c) ‘Succession plans’ 

In addition to ‘succession plans’ for any of their posts which any depart- 
ment may make, every autumn departments are required to produce and 
send to OPS ‘succession plans’ for: all grade 2 posts; grade Principal Estab- 
lishment Officer (PEO) or Principal Finance Officer (PFO) posts; other grade 
3 posts, with significant resource management responsibilities, or which are 
likely to be difficult to fill; for Agency Chief Executive and senior agency 
posts at grade 3 level and above. Departments are required to identify an 
emergency successor, next normal successors, and, more generally, later 
successors. 


(d) Bilateral discussions 

Following receipt of the ‘succession plans’, each winter the senior Secretary 
of SASC (Head of the Senior Civil Service Group) visits each PEO and 
permanent secretary. The aim is to discuss ‘succession plans’ and other 
issues about the management of staff in the Senior Open Structure, includ- 
ing from grade 7 level upwards proposals for interdepartmental movement 
for development or for structural reasons, or to give someone a new chal- 
lenge (Efficiency Unit/Oughton report 1993, pp. 114-15). 


For the year 1993, all departments undertook formal ‘succession plans’ 
for: every job at grades 1 and 2; all key jobs at grade 3; about 50 per cent 
of jobs at grades 4-5; only 15 per cent of jobs at grade 6. For that year there 
were no ‘succession plans’ held for grade 7 (statistics taken from the Ough- 
ton report 1993, p. 32). 

To compliment the ‘succession plans’, each department is expected to 
make ‘career plans’. These apply to all officials mentioned in the ‘succession 
plans’, unless that official is aged 55 or over, and also include any official 
at principal level or above, who has been identified as a ‘high-flyer’. The 
rationale behind the ‘career plans’ is to: ‘note the individual’s past experi- 
ence, areas of work for which he or she is particularly suited, and take a 
forward look at postings and training needs’ (RIPA 1987, p. 30). Following 
the annual ‘milk round’, normally conducted between December and 
March, the Senior Civil Service Group will co-ordinate the information pre- 
sented in both the ‘succession plans’ and the ‘career plans’. 

The major actors who are involved in the selection process when a post 
falls vacant at the top two grades are: the Cabinet Secretary; SASC; the 
OPS; the CSC and the Prime Minister. Figure 1 portrays the relationship 
between these various bodies. 
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FIGURE 1 Appointment to grades 1/1a 


‘SIR HUMPHREY IS LEAVING, WHAT IS TO BE DONE?’ 


The section below presents a chronology of the sequence of events which 
occur when a post falls vacant at grades 1/1a in the home civil service. 

Stage one — The permanent secretary retiring will discuss the succession in 
detail with the Cabinet Secretary, after which the permanent secretary will 
then make a formal submission to SASC, specifying: what he feels are the 
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qualities required for the vacant job; the challenges of the future; the needs 
of the senior team; and whom he feels would be well suited to the post. 
The permanent secretary will take account of the ‘succession plans’, which 
are updated once a year [normally in March]. He will then discuss with a 
high-ranking official from the Office of Public Service the ‘succession plans’ 
for the Senior Civil Service (this comprises grades 1-5), who may also sug- 
gest some additional names from outside the department. These will be 
individuals who have been identified as ‘high-flyers’ in departmental suc- 
cession and career plans. On this basis, using career and ‘succession plans’, 
the permanent secretary will then compile a list of names of individuals he 
feels are suitable for the vacant post. The list varies in length, depending 
on the post to be filled. The norm is between three and eight names, but 
typically six or seven names are presented. 


Stage two —- SASC review and discuss the individuals on the list. At this 
stage the retiring permanent secretary has already consulted with his minis- 
ter on any preferences he has and any input he wishes to make, including 
whether or not the minister has a strong aversion to working with any 
particular individual. However, the minister’s views are only a consider- 
ation and, even if he is strongly opposed to working with a certain individ- 
ual on the list, it does not mean that that individual’s name is necessarily 
removed from the list. Likewise, the Cabinet Secretary will also, on 
occasion, talk to the minister directly. But there is no set pattern to this: it 
will depend very much on the circumstances of the case. 


SASC also receive a full curriculum vitae on the relevant individuals and 
his/her annual ‘assessment and personal qualities report’. SASC will con- 
duct a series of discussions on the individuals. If any problems come to 
light concerning a person on the list, the Cabinet Secretary will undertake 
a series of bilateral talks with the relevant actors in order to smooth out 
the whole process. He will then return to SASC, with the problem nor- 
mally resolved. 


Stage three — Following the SASC consultation stage, the Cabinet Secretary 
will then determine his final recommendation to be presented to the Prime 
Minister. It is the recommendation of the Cabinet Secretary and his alone. 
All the other outlets - SASC, permanent secretaries, the CSC, the OPS and 
ministers, are there only in an advisory capacity. 


The Cabinet Secretary will send a written submission to the Prime Minis- 
ter, providing qualifications and details [without showing the Prime Minis- 
ter the ‘career’ and ‘succession plans’] of normally two or three suitable 
candidates for the vacant post and make his recommendation. It is only at 
this stage that the views of the Prime Minister are officially sought. 


Stage four — If necessary, the Prime Minister and the Cabinet Secretary will 
have an informal discussion on the various choices. At this stage the candi- 
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date for the post is chosen. The Prime Minister’s role is to approve or reject 
the recommendation of the Cabinet Secretary. This is a peculiarly British 
process: the Cabinet Secretary cannot make an appointment without the 
approval of the Prime Minister. The Prime Minister cannot approve an 
appointment which has not been presented by the Cabinet Secretary. They 
therefore need each other. 


The chronology of events described above represents the official version 
of the process involved when a post falls vacant, as reported by a high- 
ranking official from the Office of Public Service. 

The official regards these procedures as a well-oiled, efficient and fair 
means of ensuring that the ‘crème de la créme’ of senior officials are selected 
for the highest grades. This official argues that: ‘In the early 1980s, the 
‘succession plans’ were not as professional as they are now. The present 
system would stand up to strategic planning of any large, successful, priv- 
ate sector company like Marks and Spencer’. 


THE TOP APPOINTMENTS PROCEDURE IN PRACTICE 


SASC ... is the institutionalised embodiment of the ‘old boy network’. 
Shared assumptions and values are very important, if not indeed critical, 
to its activities. Those who believe in it see it as the only way of doing 
an essential job — by sceptics, as completely anomalous in a modern per- 
sonnel management system and a modern democracy. Operating at the 
centre of Whitehall, behind closed doors, its membership until recently 
unpublished, unsullied — unlike the Civil Service Commissioners — by 
any non-official member, SASC is a powerful symbol of the traditional 
civil service. SASC also reflects the confidence of the civil service as a 
profession in its own judgements about its own future and about the 
national interest, and about the congruence between the two. Its formal 
meetings are now supplemented by informal lunches hosted by the Head 
of the Civil Service (Plowden 1994, p. 41). 


REALITY DEPARTS FROM THEORY 


The above quote encapsulates the environment in which SASC actually 
operates. Whitehall is a tightly knit community, particularly the higher up 
the bureaucratic ladder one goes. The reality of top appointments is that, 
behind closed doors, informed understandings can prevail, to try to ensure 
that any individual who is appointed to one of the top grades does not 
‘upset’ the rest of that community. Therefore, when analysing the village 
community ‘in action’, one must distinguish theory from practice. Officially, 
when a senior vacancy falls open, the machinery for top appointments is 
triggered and the Prime Minister’s input is limited to the final stage of 
negotiations. However, official theory rarely reflects practice. Indeed, if it 
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did, then the commentators who believed Margaret Thatcher developed an 
over-active role in the top appointments procedure would have had little 
evidence to support their arguments. The key to understanding top 
appointments is to appreciate the relationship between the Prime Minister 
and the Cabinet Secretary. 


UNPACKING THE TOP APPOINTMENTS PROCEDURE: THE 
RELATIONSHIP OF THE CABINET SECRETARY AND THE PRIME 
MINISTER 


The most important element in the senior appointments procedure is the 
character of the Prime Minister and the relationship s/he has with the Cabi- 
net Secretary. These two factors directly affect the whole make-up of the 
top appointments process and the way in which it functions. For example, 
the two scenarios describe below highlight the importance of this relation- 
ship and the differences which can arise. 


Scenario one: If a Prime Minister adopted a passive attitude towards the top 
appointments procedure, believing it to be the domain of the civil service 
and thus, regarded his/her function simply as a rubber stamp, then SASC 
would embrace the mantle of the dominant actor in the process. It would 
be in their jurisdiction to determine the short list of individuals, whom they 
believed most suited to the vacant senior post. They would then send their 
secretary, the Cabinet Secretary, to consult the Prime Minister, in order to 
make his recommendation as to the best equipped candidate and simply 
allow the Prime Minister to officially approve that recommendation. The 
secretary would then return to the corridors of Whitehall to formalize 
the appointment. 


Scenario two: If the Prime Minister felt it was his/her responsibility to take 
a direct, pro-active role in the proecss and it was clear that s/he had a 
strong preference for a particular individual, or type of individual, the 
whole process would then take on a distinctly different character. 


There are two key differences between the second and first scenarios. In 
the second scenario, when SASC sits down to discuss the short list of six or 
seven names, derived from the recommendations of the retiring permanent 
secretary and the Head of the Senior Civil Service Group, the Cabinet Sec- 
retary would remove the name of any person on that list of whom he knew 
the Prime Minister disapproved. One such example of this was the case of 
William Ryrie, a serving senior Treasury official in the early 1980s, who 
had, at one stage, been tipped as a future Cabinet Secretary. Ryrie had 
clashed with Margaret Thatcher in the late 1970s, when he was called upon 
to brief the then Leader of the Opposition on the IMF and the World Bank. 
In an interview, Ryrie informed me that following the disagreements with 
Margaret Thatcher: 
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I was told that she [Mrs. Thatcher] had said that she was not prepared 
to see me made a full Permanent Secretary and therefore I just took it 
for granted that SASC could not put my name forward. ... There is no 
doubt at all, in these questions of relationships with the Senior Civil 
Service and with her own political outlook, that personal preferences 
played a considerable part (Ryrie interviewed 19 June 1995). 


Thus, despite the fact that, theoretically, at this stage the Prime Minister 
has yet to have any input into the process, s/he has already had a direct 
and tangible effect. Of course, this process depends on the Cabinet Secretary 
knowing the thoughts and views of the Prime Minister he serves. However, 
this can be taken as read. By its very nature their association is close, based 
on a day-to-day experience of working in direct contact with each other. 
The officials I interviewed were adamant that the Cabinet Secretary would 
be aware of the Prime Minister’s line of thought, through the many daily 
conversations they had. A high-ranking official from the Office of Public 
Service makes the point clearly: ‘Prior to this stage, the views [directly] of 
the Prime Minister are not gauged, but obviously in working closely with 
the Prime Minister, the Head of the Civil Service will be aware of any 
general views his master may hold’. 

The relationship between these two central actors altered, following the 
‘retirement’ of Sir Jan Bancroft in November 1981, after which the posts of 
Cabinet Secretary and Head of the Civil Service were combined. This placed 
the new Head of the Civil Service in the contradictory position of being the 
agent for his organization, whilst also acting as the role of the government’s 
spokesperson in Whitehall. By fusing the two jobs, the most senior official 
in Whitehall has been put in the unenviable position of serving what, at 
times, can prove to be two conflicting masters. However, as Plowden (1994, 
p. 110) observes: 


Ultimately, the Cabinet Secretary is the servant of ministers. He is the 
quintessential insider. He is, in particular, also the government's chief 
trouble-shooter, the man who fixes the machine to help them steer out 
of difficulty. As champion of the civil service, he is bound to find himself, 
at the very least, inhibited. His Cabinet Secretary’s hat is a couple of 
sizes bigger than his Head of the Civil Service hat, and can easily hide 
it from view. 

The second difference in the top appointments procedure if a pro-active 
Prime Minister is involved, concerns the stage at which the Cabinet Sec- 
retary seeks his Prime Minister’s approval for the appointment of an 
individual, from the short list of two or three names. The passive Prime 
Minister would regard it as his/her function to rubber-stamp the rec- 
ommendation of the Cabinet Secretary. The pro-active Prime Minister, in 
some circumstances, may reject outright all three names on the short list; 
instead, providing his/her own list of individuals he/she may feel suitable 
for the vacant post. The Cabinet Secretary would then have to return to 
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SASC for further discussions and a mutually acceptable compromise candi- 
date would be sought. To date, no Prime Minister or Cabinet Secretary has 
‘officially’ gone on record and declared that an impasse in discussions had 
been reached, whereby the parties involved could not find an acceptable 
candidate. However, since this process was first inaugurated, there have 
been a number of occasions when the system’s wheels have needed a large 
amount of ‘lubricating’ in order to ensure that the whole process has not 
gone off the rails, possibly resulting in a constitutional crisis. One such 
example was the 1983 appointment of Peter Middleton to the post of perma- 
nent secretary in the Treasury. Middleton, then a deputy secretary, ‘leap- 
frogged’ over the two existing second permanent secretaries in the Treasury 
and, to many peoples’ surprise, beat the other two front runners, David 
Hancock and Brian Hayes. Hennessy (1989, p. 634) argued that, if SASC 
had got its own way, then either Brian Hayes or David Hancock would 
have received the top post in the Treasury. 

The two scenarios described represent characterizations of two opposing 
poles and the likely roles the major actors would then play in the top 
appointments procedure. Having interviewed a number of key officials 
closely involved in this process, one finds that these characterizations do 
not mis-represent the reality. For example, despite Harold Wilson’s cele- 
brated paranoia about Whitehall as an institution, which he believed to be 
hostile to his government’s programme, he failed to influence the make-up 
of the personnel at the highest levels. In 1974, it was generally felt he would 
take a close interest in senior appointments, but, as Clive Priestley com- 
mented: ‘What one recollects at the time, is that Harold Wilson lost interest 
in civil service management’ (Priestley interviewed 14 November 1994). 
Certainly, during his second government, he adopted a passive attitude 
toward the top appointments procedure. This could be partly explained by 
the fact that Wilson was an ex-civil servant, regarded by some as a perma- 
nent secretary manqué. However, the over-riding explanation of Wilson’s 
passivity was his reluctance to ‘take-on’ the civil service. 

His successor, James Callaghan, paid closer attention to senior appoint- 
ments, as the evidence he gave to the Treasury and Civil Service Committee 
(TCSC) indicates: 


I took considerable interest in this, perhaps because I have known a lot 
of people in the civil service in my official capacity .... The degree of 
interest would depend on my knowledge of the persons involved. If I 
did not know them I would be willing to accept the advice of people 
who did know them ... I do not think I ever overruled them. If they 
were aware of my interest and knowledge, I think they were a little 
reluctant to make a recommendation; they would put the facts in front 
of me and ask ‘What do you think?’ I cannot say I ever overruled them. 
I do not think that happened (TCSC 1985-86, q.725-8). 


During his political career, Callaghan had served in the three ‘great’ depart- 
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ments of state: the Treasury, the Home Office and the Foreign Office. Thus, 
when being consulted on a vacancy as Prime Minister, he would often 
know the individuals concerned. He had a greater pool of knowledge than 
Wilson to draw on and it was reflected in his greater input to the senior 
appointments process. He was, however, instinctively conservative and 
accepted the recommendations presented to him. 

In the case of Mrs. Thatcher, evidence suggests she took a much closer 
interest than her immediate predecessors in the appointments procedure. 
In her memoirs she confirms this, arguing that there was little point in 
trying to change the structures of Whitehall, as they were too deeply 
entrenched. Instead, her attention centred on the encouragement of certain 
types of individual in their career development within Whitehall. Tt became 
clear to me that it was only by encouraging or appointing individuals, 
rather than trying to change attitudes en bloc that progress would be made. 
And that was to be the method employed’ (Thatcher 1993, p. 49). An ex 
Cabinet Secretary, confirms her active approach to the appointments pro- 
cedure: 


It is difficult for me to compare Lady Thatcher’s interest in the top 
appointments process with that of other Prime Ministers, since she was 
Prime Minister throughout my time as Head of the Home Civil Service. 
She certainly took a keen interest and my impression is that she gave 
more time to the consideration of these appointments than other 
Prime Ministers. 


On this basis, if one were to take the two opposing pole ‘types’ of Prime 
Minister I described earlier, then Harold Wilson would be located close to 
the ‘passive’ pole, James Callaghan situated somewhere near the centre and 
Margaret Thatcher found close to the ‘pro-active’ pole. 

It is clear from the interviews I conducted, that the relationship between 
the Cabinet Secretary and the Prime Minister is important. The mandarins 
unwittingly augment the general perception that Whitehall, particularly at 
the highest grades, is an insular, closed community, tightly hidden from 
the public glare. Also, the appointments procedure, despite the recent inno- 
vation of introducing an outsider on to the board of SASC, still reinforces 
this isolation from the outside world. 

When I questioned Peter Kemp, until 1992 the second permanent sec- 
retary in the Cabinet Office and the project manager for the Next Steps 
Programme on this subject, he painted a clear picture of the cosy world in 
which an official may be selected for a top post. 


(Q) What has been made clear to me is that theoretically the Prime Min- 
ister only has an input in the appointments procedure, when the Cabinet 
Secretary presents him/her with a short-list of two or three names and 
he/she simply says ‘yes’ or ‘no’. Does this tally with your knowledge 
of the reality of events? 
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(A) I am sure, formally speaking, that is what is meant to happen. But 
the way the top of government works in practice, the way No. 10 and 
the Cabinet Office are connected by corridors, the fact that people talk 
together a great deal, the fact that the last two Cabinet Secretaries, Robert 
Armstrong and Robin Butler have both been Principal Private Secretaries 
to the Prime Minister they served, not surprisingly, the whole process 
becomes very much personalized. You can imagine they get to the end 
of an agenda, get out the whisky and, while having a quiet drink the 
Prime Minister may say ‘By the way Robin, I see so and so’s post is soon 
to be vacated, X is a nice guy, has worked for me in the Cabinet Office, 
I wouldn’t mind that sort of name coming forward.’ 

(Q) So it is ‘behind closed door’ discussions? The problem I have here, 
is in reconciling the formal, promotions procedure, with actual practice. 
What you appear to suggest is that the reality does not necessarily reflect 
the ‘official’ version, which would have us believe that the whole process 
is a clear, well-regimented, fair and effective means of selecting a candi- 
date. What you appear to suggest is that a great deal of activity goes on 
behind the scenes, where the wheels are being thoroughly oiled? We are 
talking here about the close-knit Whitehall village. 

(A) A very closed society. There is nothing dishonest about this. It just 
means that everything on paper, all the systems, have to be seen in a 
wider environment, of what is actually said and done (Kemp inter- 
viewed 17 November 1994). 


Kemp’s description of the manner in which the Prime Minister and Cabinet 
Secretary are able to get together over a late night drink, in order to find 
a candidate they both find mutually acceptable for a vacant post is 
revealing. When I questioned Peter Middleton, until 1991 permanent sec- 
retary in the Treasury and a serving member of SASC during the 1980s, on 
this same subject, he also emphasized the over-riding role both the Cabinet 
Secretary and the Prime Minister can play in appointments, though he 
placed a more formal gloss on the procedures involved. 


SASC did the usual business of asking itself who would do the job, if 
someone fell under a bus? Who, ideally, would you have in the fullness 
of time? It considered whether they thought heads of departments had 
performed properly. Whether you want to retire someone early, or sug- 
gest they should be? Whether they were getting on with their minister? 
It developed a plan for vacancies, ahead of time, so it could be properly 
discussed. The system is always the same, you go to SASC. Most perma- 
nent secretaries wouldn’t go to SASC without having discussed the issue 
with their own minister first. SASC then goes through it, produces a list. 
What you normally do is go for three, with a front runner. Sometimes 
two, with a front runner. Sometimes four, with a front runner. It just 
depends on what the field for that job was. Then the Head of the Home 
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Civil Service, it just happens to be the Cabinet Secretary, would go to 
see the minister and say ‘I think this, that and the other’. 

(Q) Would the Cabinet Secretary either add, or take away names from 
that list? 

(A) He chaired SASC, so he wouldn’t add names to it. But what he 
would do, if he couldn’t agree the names with the Prime Minister and 
the minister, at the end of the day he would come back to SASC ... 
(Q) Did that rarely happen? 

(A) It very, very, rarely happened. Sometimes you had an individual 
picked who you were not expecting to be picked. [In light of Margaret 
Thatcher’s desire for ‘can-do’ individuals, the 1983 appointment of 
Michael Quinlan to Permanent Secretary in the Department of Employ- 
ment was one such example of this occurring.] In which case there was 
nothing you could do about it. However, SASC wouldn’t have put the 
individual forward in the first place, if they felt the individual was a 
poor candidate for the post. By and large, we didn’t just give a list of 
names because we thought we ought to give a list. We picked people 
we thought could actually do the job. Sometimes, though it didn’t usu- 
ally happen, you got a completely different name back from the minis- 
terial process. Sometimes they were good ideas and sometimes they were 
not. This would continue to go back and forward. At the end of the day, 
of course, the Prime Minister and the Cabinet Secretary could pick who 
they wanted. But in my experience they were always very, very reluctant 
to pick someone whom the system said was not up to the job (Middleton 
interviewed 16 November 1994). 


Middleton is unequivocal in his comment that the Prime Minister and Cabi- 
net Secretary could, if they wished, circumvent the whole ‘formal’ appoint- 
ments procedure and ‘pick who they wanted’. For a detailed account of 
such an occurrence, one only has to read Nigel Lawson’s (1992, pp. 266-8) 
comments on Middleton’s own appointment. Again, this is symbolic of the 
closed door, fraternal atmosphere, in which decisions in Whitehall can be 
made. However, it is unlikely that the Prime Minister and Cabinet Secretary 
would completely over-ride SASC’s recommendations. One must remem- 
ber that the Cabinet Secretary is also the secretary of SASC and, even when 
wearing his Cabinet Secretary hat, he is still also Whitehall’s broker. He 
will therefore not wish to appoint a candidate whom his organization 
opposes. As a high-ranking official from the Office of Public Service points 
out: ‘The Cabinet Secretary is certainly aware of the importance of not mak- 
ing a poor choice appointment, on the grounds that individuals have to 
work together as a team and, as such, it would be foolish to make a selection 
that would create tension or conflict’. 

What one has to emphasize here, again, within the environment of the 
closely-knit Whitehall village, is that the Cabinet Secretary’s role, in relation 
to both SASC and to the Prime Minister, is to ensure that the machinery 
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is kept well-oiled and running smoothly. Thus, the emphasis is on putting 
together a team which can function effectively together. To facilitate this, 
the Prime Minister’s views, on both individuals and forthcoming vacancies, 
would be informally circulated to key actors, long before the official SASC 
procedures are triggered. More importantly, the Cabinet Secretary would 
be fully aware of the Prime Minister’s line of thought, through numerous 
informal conversations, well before he approached the Prime Minister with 
any formal recommendations. The informality of the system is highlighted 
by Patrick Benner: 


(Q) At the end of the day you are looking to put together an effective 
team? 

(A) Yes, that is right, you can’t actually stand on the strict letter of the 
law (Benner interviewed 16 November 1994). 


Thus, it is suggested that the formalized procedures for top appointments 
can be legitimately set aside, for the same of harmony and the maintenance 
of a smooth-running ship. 


AN OUTSIDER KEEPING THE DOOR SHUT? 


Much play is made in the White Paper (1994) ‘Continuity and Change’ about 
the introduction of an outsider to SASC. In principle, this ought to improve 
things, or at least change them. But some doubt has been expressed as to 
whether the ‘outsider’ so far appointed, Sir Michael Angus, will have much 
effect. As Peter Kemp (1994, p. 596) observed: ‘Angus has spent most of his 
career in a commercial organization [Unilever], similar in structure as the 
civil service [for example, they also operate a ‘high-flyer’ recruitment pol- 
icy], and may find it hard to bring about much change’. Kemp (interviewed 
17 November 1994) went on to say, that this particular person came from 
a culture that is, like the senior civil service, one of career and rank and 
not of job: ‘There is a risk that in appointing him, SASC is trying to have 
it both ways; on the one ‘hand they are claiming there is an outsider within 
their number, but on the other hand it is a chap we know who will not 
rock the boat’. 


THE TOP APPOINTMENTS SYSTEM - A FLAWED EXERCISE? 


Having compared the ‘official theory’ with what the mandarins and other 
commentators regard as the actual reality of events, one can conclude that 
the system of senior appointments is flawed. The work of SASC, the CSC, 
the Senior and Public Appointments Group and all the strategic planning 
that has gone before it; can potentially be nullified, by an over-bearing 
Prime Minister and a deferential Cabinet Secretary. These two individuals 
can sit down together, with one or two other officials drawn from the man- 
darinate and, in a couple of hours, over a glass of whisky, determine the 
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appointment of an official to one of the highest posts in the British bureau- 
cracy. Such practices lead one to question the legitimacy of the system and, 
in turn, the cost-effectiveness of all the time, money and manpower spent 
on personnel planning. However, there are two important points to be 
made here. First, the senior appointments system is only rendered impo- 
tent, if an overly dominant, pro-active Prime Minister manipulates the sys- 
tem; the result of a process designed by Whitehall for Whitehall. To date, 
such a Prime Minister has not materialized and if one did, it is questionable 
whether s/he would risk a constitutional crisis. Second, much of the stra- 
tegic planning, involving the succession and career plans, is not made with 
the sole intention of producing a first rate permanent secretary or deputy 
secretary. Rather, it is designed to ensure that, as with any large organiza- 
tion, there exists coherence and logic to the system of personnel manage- 
ment. Indeed, Frank Cooper, until 1992 permanent secretary in the Ministry 
of Defence, argued: 


„ Many in industry and commerce would regularly admit that personnel 

-management in the civil service, is much better than it is in their own 
organizations. Which is not surprising because there are a vast number 
of people working in personnel management in the civil service. But I 
think the civil service is very highly regarded, by the private sector, as 
a model for good personnel practices. In the private sector, it is usually 
the case, that when somebody from outside is taking up a new job in 
another concern, then four or five of his own chums will follow from 
the previous company. Whereas, in the civil service, everything is very 
carefully recorded. Everything is carefully rated. People are looked at 
every year and it is the job of every head of department to look right 
down his department and see the younger ones coming up (Cooper 
interviewed 20 December 1994). 


Here, Cooper is referring to the strategic planning that goes on below grade 
2 and which has a crucial bearing on the officials who find themselves in 
a position to be considered for promotion to the top two grades in the civil 
service. This is the accepted Whitehall practice of sending officials to the 
centre to gain experience. 


THE CENTRE - A STAGE UPON WHICH TO PERFORM 


It is a commonly accepted practice in Whitehall’s strategic, personnel man- 
agement to send lesser officials, normally grades 5~7, to the centre in White- 
hall, in order to gain some form of experience. A routine exercise, whereby 
‘high-flying’ officials are identified and provided with the opportunity to 
perform at the heart of government. The centre itself, comprises the Cabinet 
Office, the Treasury and the Prime Minister's Office. Between 1974-79, of 
the 40 first-time appointees to permanent secretary, 18 had experience of 
the centre, while comparable figures for the period 1979-90 indicated 34 
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out of 59 appointees had, at some stage in their careers, passed through 
the centre (Richards 1996, pp. 121-2). 

An ex Cabinet Secretary provides an historical overview of this White- 
hall exercise: 


From the 1960s on, it had become widely established across the service 
that there were significant benefits to the individuals concerned, to their 
departments and to the country, if the careers of ‘high-flyers’ — those in 
grades 5-7 who were recognized as having potential to rise to the highest 
levels in the service — included periods in 10 Downing Street or the Cabi- 
net Office — which are largely manned by relatively short-term imports 
from other departments — or in the Treasury. 


A high-ranking official from the Office of Public Service provides the ration- 
ale for such an exercise: 


It is essential for those individuals who might possibly go on to serve 
at the top to gain knowledge of how to handle ‘heavy weight’ political 
individuals. They can then gain experience of how to offer such individ- 
uals professional advice, etc. It is also important for these individuals to 
gain knowledge of how the centre operates. This will help them [if they 
achieve deputy secretary or permanent secretary status] to be competent 
in guiding their own minister through the Whitehall minefield, to give 
advice in Cabinet meetings or how to ‘work’ the Treasury. By being 
placed at the centre, an official becomes well known throughout the 
whole system. He or she will establish networks and rapports with vari- 
ous individuals and will become ‘visible’ within the Whitehall village. 
This helps later, when advising [in the capacity of permanent secretary] 
your minister or helping him, as the official will know the system and 
understand how it operates. It is in effect, a ‘testing ground’, in that, just 
as an Official can shine in the period he or she spends at the centre, there 
is also the opportunity to fail spectacularly. It is therefore very much a 
period where one’s career is either made or broken. 


Obviously, there is a logic to such a system. It would not be rational to 
appoint an individual to a post as permanent secretary in, for example, the 
Department of Trade and Industry, if that person had spent his/her whole 
career in an obscure position in the Ministry of Agriculture, Fisheries and 
Food and had no prior knowledge of how the centre operates. There are, 
however, a number of criticisms to be made of such an exercise. First, such 
a system means the promotion prospects of the traditional Whitehall ‘gen- 
eralist’ remain much brighter than those of ‘specialists’, who, by their very 
nature, often find themselves for long periods of their Whitehall career in 
more obscure posts. Thus, the favoured advancement of the generalist, of 
the kind criticized by ‘Fulton’, continues. Second, despite being sent to the 
centre for a year or two’s experience, because of the competitive nature of 
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Whitehall departments, a single department will continue to covet its most 
able officials, guarding them against incursions from outside. Third, such 
a system remains self-perpetuating. As Plowden (1994, p. 44) observes: 
‘Spells in the Cabinet Office or as a minister’s private secretary are useful 
crash courses in the working of the top of government. But it is hard to 
think of types of experience better suited to transmitting and reinforcing 
accepted ways of doing things’. 

Cynics would argue that the process gives the system an opportunity to 
inculcate young officials in the ways of the ‘fraternal club’, in preparation 
for their potential future at the highest level. Indeed, as John Sparrow, an 
economic adviser seconded to Whitehall in the 1980s, confirms: 


A civil servant who is bright and is on his way to the top goes there 
[the centre], as that is part of the way to top. I think under any Prime 
Minister, the civil service picked those people sufficiently well, for most 
of them to go on and get either to, or very near, the top. That process I 
think continued. Yes, part of those individuals’ success story would be 
the fact they get to meet, to hob-nob with, not only the Prime Minister, 
but possibly visiting heads of state, certainly the rest of Cabinet and 
certainly the whole of the top echelon of the civil service as it stands, at 
the time of being an aspirant. But that again, I think is normal and 
unchanged and is part of the process of developing your eventual élite 
(Sparrow interviewed 15 November 1994). 


As Richards (1992) concludes, there is a problem with this: ‘Learning 
through doing, under supervision, is an approach to training which has 
many merits, but where discontinuities with the past are more important 
than continuities, it will not do’. 


CONCLUSION: THE TOP APPOINTMENTS SYSTEM: BY 
WHITEHALL, FOR WHITEHALL AND OF WHITEHALL 


This article has presented an ‘official’ description, painted by a senior Cabi- 
net Office official, of how an individual finds him/herself appointed to the 
highest grades in the civil service. Subsequently, the views of retired senior 
officials were examined to piece together how the system operates in prac- 
tice. In the post-Fulton era, it is clear that, until recently, the system for 
appointing senior officials has operated in a secret manner, because the 
actors involved have been willing to stick to the rules of the game. A reflec- 
tion of the fraternal, ‘club-like’ atmosphere nurtured at the highest levels 
within the mandarinate. The rules, of course, have been drawn up by 
Whitehall, for Whitehall. Therefore, the system operates in a manner which 
suits the needs of the élite, while also perpetuating it. The process works 
smoothly and with no hiccoughs, as long as the ‘outsiders’ involved in 
the proceedings, especially the Prime Minister, stick to the unspoken rules. 
However, when a Prime Minister is appointed who wishes to take a more 
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pro-active approach, problems can arise. The Cabinet Secretary’s work is 
cut out to ensure that the fagade of machinery operating smoothly still 
appears to be the case. For the Whitehall observer, discontent among the 
lower ranks is a tell-tale sign of trouble. Those individuals who in the nor- 
mal course of events would expect to reach the exalted heights of perma- 
nent secretary or deputy secretary, suddenly find that lesser individuals, 
who are younger and hold a different outlook, have leap-frogged over 
them. Worse still, an outsider can be brought in to fill what they regard as 
‘their’ next post. It is then that civil servants start to break rank; the veil of 
secrecy is lowered and the Whitehall observer is afforded the opportunity 
to gauge what is actually going on. 

Margaret Thatcher can be regarded as a Prime Minister who opted for a 
more pro-active approach towards the top appointments procedure and, in 
those circumstances, the veil, to an extent, slipped. The signals transmitted 
by the Major government are, as yet, unclear, though it would appear that 
the veil, if not repositioned, has been partially replaced: ‘Major . . . retreated 
from Thatcher’s level of involvement in Civil Service promotions, and took 
care to express more frequently and forcefully his admiration for the civil 
service’ (Campbell and Wilson 1995, pp. 62-3). However, there has occurred 
an interesting, if not ground-breaking appointment in the Major era, that 
of Michael Bichard. The bulk of Bichard’s career was spent working in Brent 
Borough Council and, subsequently, Gloucestershire County Council. In 
1990, he was appointed chief executive of the Social Security Benefits 
Agency under the new, open, arrangements for selection. In March 1995, 
following another open competition, he was appointed permanent secretary 
in the Department of Employment, becoming the first chief executive from 
a Next Steps Agency (a quasi-autonomous organization) to cross the Rubi- 
con to the traditional mandarinate. At 49, he is, at present, the youngest 
permanent secretary in the civil service. The Whitehall correspondent for 
The Times, Nigel Henderson, wrote of the initial appointment: ‘The appoint- 
ment is being seen as something of a breakthrough. Some have even 
described Mr. Bichard as ‘an outsider’, Whitehall-speak for anyone who has 
been a civil servant for less than a decade and who has work experience 
outside the governmental machinery’ (The Times, 6 March 95). More surpris- 
ingly in Autumn 1995, following what can only be seen as a major upset 
in the Whitehall promotion stakes, he beat Tim Lankester, a career civil 
servant, to the top job in the newly combined Department of Employment 
and Education. At present, it is unclear whether Bichard’s appointment is 
a one-off, or whether his case ushers in a new, less-predictable pattern for 
appointments to the highest grades in Whitehall. However, past events 
indicate that the civil service’s informal code for senior appointments has 
the flexibility to adjust to modern-day requirements. 
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NOTE 


1. Where interviewees are named I have the indrvidual’s permission to attribute quotes. Al 
other quotations are on a citation, but not for attribution basis. For consistency in this article, 
I have only referred to the Cabinet Secretary /Head of the Home Civil Service, as the Cabinet 
Secretary. However, ın a number of the quotes, authors have sometimes used the term 
Head of the Home Civil Service, which I have left unchanged. 
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PUBLIC MANAGEMENT 


THE INTELLECTUAL CRISIS IN BRITISH 
PUBLIC ADMINISTRATION: IS PUBLIC 
MANAGEMENT THE PROBLEM OR THE 
SOLUTION? 


GEORGE A. BOYNE 


The focus of research in the academic field of public administration has 
been defined by Hood (1990, p. 107) as ‘the study of institutional arrange- 
ments for the provision of public services’. This clearly leaves plenty of 
room for debate on a number of issues: the meaning of terms such as ‘insti- 
tution’ and ‘public service’, whether research should focus on behaviour 
within public sector organizations or the behaviour of such organizations, 
and the dimensions of behaviour which merit most attention (for example 
processes or outputs). Nevertheless, Hood’s definition is broad enough to 
apply not only to public administration but also to a range of other aca- 
demic perspectives on public services, for example organizational studies, 
social policy and economics. The distinctive feature of public administration 
is that its academic base is political science, both in the USA (Henry 1990; 
Mainzer 1994) and the UK (Robson 1975; Pollitt 1996). This political para- 
digm has led to a number of characteristics which include a focus on public 
services as part of government, a belief in ‘social engineering’ to correct 
market failure, and a concern to defend bureaucracy as a mechanism for 
service delivery (see Goodsell 1994; Kass and Catron 1990; Rhodes 1991). 
In recent years there has been much discussion of a ‘crisis’ in public 
administration. The conventional perspective is believed to be under threat 
from the paradigm of public management. This has a more eclectic disci- 
plinary base than public administration, but draws principally upon public 
choice theory and management (see Hood 1990; Hughes 1994). In contrast 
to public administration, the new paradigm is concerned with the econom- 
ics rather than the politics of service provision, emphasizes government 
failure rather than market failure, and is sceptical about the capacity of 
bureaucracy to provide services efficiently and effectively. Gray and Jenkins 
(1995, p. 98) note that public management has ‘redefined the focus, langu- 
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age and theoretical basis of the public sector, drawing on literature and 
ideas often external to traditional public administration’. In a similar but 
more evangelical way, Hughes (1994, p. 22) argues that ‘The earlier, admin- 
istrative, rigidly bureaucratic, model is now discredited both theoretically 
and practically. A new model of public management has taken over and 
will totally change the way the public sector operates’. 

The aim of this article is to evaluate the extent of the paradigm shift 
in academic research in Britain. Has public management replaced public 
administration? Part I of the article analyses Kuhn’s (1970) model of scien- 
tific change, and reviews Ostrom’s (1989) arguments on the intellectual 
crisis in American public administration. Part II explores the nature of the 
intellectual crisis in Britain, and part IN examines whether there is evidence 
of a paradigm shift, principally by analysing the contents of the leading 
journals in the field. 


I SCIENTIFIC PARADIGMS AND INTELLECTUAL CRISES 


(a) Kuhn's model of scientific change 
Kuhn’s argument that scientific ‘progress’ is punctuated by crises and revol- 
utions has been widely discussed in the literature on the philosophy of 
the natural sciences (see, for example, Chalmers 1982; Newton-Smith 1981). 
Analyses of the methodology of the social sciences have also drawn upon 
his ideas (Barnes 1982; Blaug 1980; Burrell and Morgan 1985). However, 
there has been little application of Kuhn’s work to developments in public 
administration and public management in Britain (a rare exception is Par- 
sons 1995, who analyses paradigm change in the ‘policy sciences’). In order 
to identify whether there has been a paradigm shift in this field, it is there- 
fore necessary to highlight the main points of Kuhn’s argument. Four key 
terms require explanation: paradigm, normal science, crisis and revolution. 

The term ‘paradigm’ has become a cliché in academic discourse. Kuhn 
himself uses the term in a number of ways, ranging from a description of 
a crucial experiment that serves as an exemplar for a research tradition, to 
the broad values shared by a research community. The role of a paradigm 
is to provide a structure and direction for research: ‘there can be a sort of 
scientific research without paradigms ... (but) acquisition of a paradigm 
and of the more esoteric type of research it permits is a sign of maturity in 
the development of any given scientific field’ (p. 11). A paradigm provides a 
broad framework which suggests interesting questions and methods for 
answering them. Indications that a scientific community has embraced a 
paradigm include ‘the formation of specialized journals, the foundation of 
specialist societies, and the claim for a special place in the curriculum’ 
(p. 19). 

After a paradigm has been established, Kuhn argues, there is likely to be 
a period of consensus within a research community when few fundamental 
questions concerning aims or methods are raised. This allows ‘normal 
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science’ to take place, which means routine investigation of detailed issues 
within the rubric provided by the paradigm. Normal science may consist 
of mere replication of previous empirical work, but more often consists of 
attempts to refine standard models or reconcile apparent inconsistencies in 
existing evidence. According to Kuhn, normal science is 


the activity in which most scientists inevitably spend almost all their 
time ... (it) is predicated on the assumption that the scientific com- 
munity knows what the world is like. Much of the success of the 
enterprise derives from the community's willingness to defend that 
assumption, if necessary at considerable cost. Normal science, for 
example, often suppresses fundamental novelties because they are neces- 
sarily subversive of its basic commitments (p. 5). 


The pattern of normal science may persist for long periods, but eventu- 
ally breaks down as the paradigm suffers a ‘crisis’. This consists of a ‘period 
of pronounced professional insecurity ... (which) is generated by the per- 
sistent failure of the puzzles of normal science to come out as they should’ 
(p. 68). Thus, Kuhn claims, a crisis arises for largely technical reasons, as a 
result of anomalous results that are inconsistent with the prevailing para- 
digm. By contrast, ‘non-scientific’, ‘non-rational’, or ‘external’ factors are 
‘principally significant in determining the timing of the breakdown, the 
ease with which it can be recognized, and the area in which ... the break- 
down first occurs’ (p. 69). In sharp contrast to the period of normal science, 
the emergence of a crisis is characterized by debates over the most 
important research questions, relevant theories and methods, and rules for 
interpreting evidence. The force of the crisis, Kuhn argues, depends on the 
availability and plausibility of a rival paradigm. An existing paradigm is 
never defeated by scientific failure alone: it will survive, even in the face 
of countervailing evidence, if no clear alternative exists. However, there is 
typically great reluctance to take the ‘leap of faith’ to a new paradigm. The 
invention of new theories usually 


evokes the same response from some of the specialists on whose area of 
special competence they impinge. For these men the new theory implies 
a change in the rules governing the prior practice of normal science. 
Inevitably, therefore, it reflects upon much scientific work they have 
already successfully completed (p. 7). 


If a crisis leads to the replacement of one paradigm by another then a 
‘scientific revolution’ has occurred. Such revolutions are ‘the tradition — 
shattering complements to the tradition-bound activity of normal science’ 
(p. 6). Kuhn emphasizes that a paradigm shift does not involve a change 
in ‘reality’ itself, but a new perception of reality: ‘after a scientific revolution 
many old measurements and manipulations become irrelevant and are 
replaced by others .... But changes of this sort are never total. Whatever 
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he may then see, a scientist after a revolution is still looking at the same 
world’ (p. 129). As the new paradigm takes hold, so the number of journal 
articles and books based upon it will multiply. Correspondingly, publi- 
cations that reflect the old paradigm decline in number. However, this is 
likely to be a slow process which may take years or decades to complete. 
As Kuhn argues, 


The transfer of allegiance from paradigm to paradigm is a conversion 
experience that cannot be forced .... The source of resistance is the 
assurance that the older paradigm will ultimately solve all its problems, 
that nature can be shoved into the box the paradigm provides. Inevitably, 
at times of revolution, that assurance seems stubborn and pig-headed, 
as indeed it sometimes becomes (p. 152). 


(b) Ostrom and the ‘crisis in American public administration’ 

Kuhn’s arguments are echoed in Ostrom’s (1989) analysis of problems in 
the study of public administration in the United States. Ostrom claimed 
that academic work was suffering from an ‘intellectual crisis’ in the early 
1970s, because the prevailing paradigm failed to explain organizational 
structures and performance in the public sector: 


If the practice of public administration is based on a knowledge of the 
organizational terms and conditions that are necessary to advance 
human welfare, then those of us who teach public administration should 
be able to indicate what those terms and conditions are. In short, we 
should be able to specify the consequences that will follow from different 
organizational conditions .... We are, however, confronted with a sub- 
stantial question of whether the bodies of knowledge used by those who 
practice public administration will lead toward an improvement in or 
an erosion of human welfare ... we should entertain an outlandish 
hypothesis: that our teachings include much bad medicine (1989, 
pp. 2-4). 


The problem in the prevailing paradigm, according to Ostrom, was the 
assumption that bureaucracy is the best method for providing public ser- 
vices. This model, which emphasizes a hierarchical structure of authority 
in order to ensure planning and co-ordination, has been ‘accepted as the 
core organizing concept in the traditional teachings of American public 
administration’ (p. 140). The typical research project on the public sector 
‘includes a diagnostic assessment of pathologies attributed to the prolifer- 
ation of agencies, the fragmentation of authority, overlapping jurisdictions, 
and the duplication of services’ (p. 29). Such characteristics are assumed in 
the traditional paradigm to be wasteful and lead to conflict, disorder and 
deadlock in public services. The remedy which the traditional paradigm 
prescribes is the integration of functions within a single chain of command: 
‘General-authority agencies are preferred to limited-authority agencies. 
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Large jurisdictions are preferred to small. Centralized solutions are pre- 
ferred to the disaggregation of authority among diverse decision structures’ 
(p. 30). By implication, attempts to identify problems and specify solutions 
that reflect these assumptions are ‘normal science’. 

Ostrom does not demonstrate directly that organizations designed on the 
basis of the traditional paradigm perform poorly. Thus, if there is a crisis, 
it does not seem to have been caused by an accumulation of ‘anomalous 
evidence’. Nevertheless, he proceeds to outline a rival paradigm based on 
public choice theory. This theoretical perspective assumes that public ser- 
vices should be based on polyarchy rather than hierarchy, markets instead 
of planning, and competition not co-ordination. Thus, in contrast to the 
traditional view, there should be no single centre of authority, but a variety 
of organizations responsible for the delivery of services. In such an insti- 
tutional structure, ‘each different public enterprise is accountable to its rele- 
vant community of interests, and functions essentially as a public firm in 
a much larger industrial complex’ (p. 61). Good performance is assumed to 
follow not from bureaucratically imposed order, but from the apparent 
chaos of rivalry between organizations in the public economy. According 
to Ostrom, public choice theory is not ‘preoccupied with simplicity, neat- 
ness and symmetry, but with diversity, variety and responsiveness to the 
preferences of constituents’ (p. 115). 

It would appear, then, that Ostrom had prepared the ground for a scien- 
tific revolution. He identified a source of crisis and showed that an alterna- 
tive paradigm was waiting in the wings. However, public choice theory 
did not displace the mainstream of American public administration. A sub- 
stantial public choice sub-field has developed with a specialized journal 
and professional association, and public choice theory has undoubtedly 
produced some of the most important contributions to the analysis of the 
public sector (for example, Tiebout 1956; Tullock 1965; Downs 1967; Nis- 
kanen 1971). In addition, the public choice perspective has significantly 
influenced official views on administrative structures in the USA. For 
example, the Advisory Commission on Intergovernmental Relations pro- 
duced a series of reports on local government structure that reflected the 
traditional paradigm during the 1950s and 1960s. By the 1980s, however, 
the commission favoured markets rather than planning in the organization 
of government (see Phares 1989). Despite these academic achievements and 
practical impact, there is considerable scepticism concerning the validity of 
public choice (see, for example, Chicoine and Walzer 1985; Lyons et al. 
1992). The absence of a scientific revolution is confirmed by reading the 
contents of Public Administration Review. Articles based on the traditional 
paradigm easily outnumber those which draw upon public chioce theory. 
The old regime may have been briefly shaken, but has not been greatly 
stirred. 

There is another candidate for a new paradigm in American public 
administration. This is the US version of public management, which has 


© Blackwell Publishers Ltd 1996 


684 GEORGE A. BOYNE 


emerged as a distinct sub-field since the early 1980s. Whereas public choice 
theory sought to replace politics with economics, the source of the insurrec- 
tion on this occasion was an applied version of the academic discipline of 
management. The argument of the supporters of the new paradigm was 
that conventional public administration was arcane, abstract and irrelevant 
to the practice of management. There is, as Rainey (1990, p. 163) notes, an 
irony here: ‘the public administration field, so long derided by political 
scientists as intellectually impoverished because of its excessively applied 
and practical orientation, now apparently came under certain pressures for 
not being sufficiently skill oriented’. By contrast, Rainey argues, the very 
word management implies a practical focus, and holds the promise that 
academic work can inform and improve public services: “The term public 
management has semantic origins that imply taking things in hand. It sug- 
gests a firmness and efficiency of the sort attributed in stereotype to busi- 
ness management. Hence much of the current fascination with the term’ 
(p. 158). 

As with public choice theory, public management spawned a professional 
association and a specialized journal. This is not, however, a paradigm shift. 
A scientific revolution in the USA is even less likely to be caused by public 
management than by public choice theory. As yet, public management sim- 
ply does not constitute a strong intellectual challenge and has won few 
converts from the mainstream. As Rainey (p. 175) argues, ‘the general com- 
mitment of the field to basic research and theory development is limited’. 
Support for this conclusion can be found in the recent selection of public 
management papers edited by Bozeman (1993). 

In sum, there has been no Kuhnian ‘scientific revolution’ in the study of 
public administration in the USA, despite the claims of public choice theory 
and public management to the status of rival paradigms. These perspectives 
provide competition for the traditional public administration perspective, 
but there has been no serious threat of a takeover. The following sections 
explore whether the position in the UK is any different. 


Il THE CRISIS IN BRITISH PUBLIC ADMINISTRATION 


For much of the 1970s and 1980s, public administration in Britain experi- 
enced a period of ‘normal science’. The most common type of article in the 
leading journal, Public Administration, consisted of an analysis of the ‘policy 
process’ (see Rhodes 1995a). This reflected (albeit rather dimly in many 
cases) the exemplar provided by Allison’s (1971) analysis of the Cuban 
missile crisis in the USA. Textbooks also drew upon the ‘policy orientation’, 
as opposed to the traditional institutional approach in public administration 
(see Hogwood 1995). During this period there were few reflections on the 
‘state of the discipline’ either in journal articles or in books. 

Since the end of the 1980s, however, normal science has been increasingly 
replaced by crisis. Numerous authors have drawn attention to problems in 
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the discipline, and most of these view public administration as under threat 
of invasion from the ‘hostile’ paradigms of public choice and management. 
Whereas these two perspectives arose separately and at different times in 
the USA, it is their confluence under the banner of public management 
which seems to pose an especially serious threat to public administration 
in Britain. 

Hood (1990) argues that public administration has ‘lost an empire’ since 
1970. He attributes the crisis to the weaknesses in the theory and method- 
ology in the conventional paradigm: ‘theoretical elaboration in public 
administration was fairly limited .... The normal method of analysis was 
by historical case study, often based more on shrewd common sense than 
explicit theory’ (p. 109). The result was a vulnerability to rival paradigms, 
principally public choice and management. Hood claims that the main 
impact of management has been practical rather than academic. While 
senior public officials have sought guidance in business practice, the intel- 
Jectual challenge presented by management is weak: 


it might be questioned whether the business-management approach to 
public administration is really a ‘professional’ one at all, in so far as a 
profession involves arrangements for systematic and cumulative additions 
to the knowledge of the profession through published writing and 
research .... The managerial approach has not yet provided us with a 
clear set of principles on which to organize public services .... This 
approach has not advanced administrative theory beyond the collection 
of incompatible records. To that extent it has no intellectual superiority 
over the old orthodoxy in public administration (Hood 1990, pp. 113-4). 


By contrast, public choice has acquired not only practical relevance, but, 
in Hood’s eyes, academic respectability. The practical effects of public 
choice theory have come from its use (and abuse) by new-right govern- 
ments. Its academic status is such that ‘it has undermined some of the tra- 
ditional assumptions built into academic public administration, to the point 
of now constituting a major alternative approach to the subject’ (p. 116). 

In contrast to Hood’s measured evaluation of the ostensible decline of 
public administration, Kingdom (1990) provides a more strident and icono- 
clastic analysis. His argument is that ‘a number of contemporary forces 
conspire to place the study of public administration in Britain in a peculi- 
arly critical condition ... the past twenty years have seen the development 
of certain intellectual fashions which necessarily threaten the discipline and 
its characteristic paradigm’ (p.5). The ‘contemporary forces’ are govern- 
ment policies such as privatization and competitive tendering; the intellec- 
tual fashion consists of new-right ideology, within which Kingdom sub- 
sumes public choice and management. Thus the source of the crisis is 
political rather than intellectual. There is no suggestion that the old para- 
digm is a scientific failure, rather it is confronted by an inhospitable ideologi- 
cal climate. 
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The level of introspection and self-analysis reached a peak in the last year 
with a special edition of Public Administration on ‘the state of the discipline’, 
and related papers on a similar theme by the journal’s current editor 
(Rhodes 1995b) and a former editor (Pollitt 1996). 

Two of the articles in the special edition of Public Administration are 
especially relevant to the concept of scientific crisis. First, Rhodes (1995a) 
provides an assessment of the ‘state of the profession’ since 1970. He claims 
that the ‘special edition of the journal does not join the chorus of despair’ 
(p. 1), but most of his comments are in a minor key. For example, he con- 
cludes that the discipline is poorly funded, ‘relies on a restricted range of 
methods ... employs only descriptive and simple forms of inductive stat- 
istics; and eschews theory’ (p. 11). This ‘disarray’ is partly caused by the 
presence of alien forces in the territory of public administration: ‘the col- 
onial or occupying powers include economists, accountants and business’ 
(p. 13). 

A second article in the special edition of Public Administration addresses 
directly the paradigmatic challenge of public management. Gray and Jen- 
kins (1995) even make passing reference to Kuhn, although his framework 
is neither explained nor applied. The bulk of their discussion focuses not 
on academic work but on institutional structures and management pro- 
cesses. They justify this focus on the basis that ‘changes to the study of 
public administration tend to follow those in the practice of the adminis- 
tration of government’ (p. 75). This is a useful insight on the weakness of 
the old paradigm: lacking a secure or sophisticated theoretical framework, 
it became fused with the political consensus and pattern of service pro- 
vision prevailing in the decades following the Second World War. This has 
left public administration ‘open to colonization by marauding theoretical 
hordes and changing agendas, often driven by outside forces’ (p. 77). By 
contrast, a more mature scientific paradigm would not be undermined by 
a change in the ‘real world’: its position would be stable provided that it 
had the theoretical power to explain, and the concepts and methods to 
evaluate, any changes that occur. In the absence of such strengths, public 
administration has suffered a ‘theoretical onslaught ... led principally by 
economists and management scientists, aided and abetted [note the crimi- 
nal metaphor!] ... by those who argue more generally that the arts of pri- 
vate sector management should be transposed to the public sector’ (p. 80). 

Finally, Gray and Jenkins launch an ideological attack on public manage- 
ment. They assume that because the conventional academic paradigm is 
associated with an ideological position that is sympathetic to state inter- 
vention, so a rival paradigm must be anti-statist. Gray and Jenkins claim 
that many of the advocates of public management ‘are clearly true believers 
in the power and sanctity of markets or the ability of other nostrums to 
rescue what they perceive as the theoretically weak and misconceived field 
of public administration’ (p. 82). True in some cases perhaps, but not a 
single academic reference is cited to support this assertion. Moreover, Gray 
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and Jenkins’ argument fails to reflect the purely scientific content of much 
of the public management paradigm. As Pollitt (1996, p. 86) notes, "public 
choice theory has become detached from its politically rightward tendencies 
and fashioned into a powerful analytical tool’ (see also Boyne 1996a; 
Lane 1993). 

The signs of a Kuhnian crisis, then, seem fairly plain: a lack of confidence 
in the old paradigm, but enough residual faith to attack the unbelievers. 
However, there are even sharper symptoms of crisis. These are criticisms 
not of the intellectual programme of the new paradigm, but of the insti- 
tutions to which many of its members belong: the business schools. For 
example, Kingdom (1990, p. 19) refers to ‘business studies gurus unable to 
comprehend a discipline [i.e. public administration] which does not serve a 
capitalist economy’. He also claims that there has been a cry from ‘capitalist- 
serving disciplines [i.e. business studies] that public administration is dead, 
having been replaced with a generic approach which sees management as 
a set of skills independent of context’ (p. 25). In a similar vein, Massey 
(1993, p. vii) laments that in some universities public administration ‘has 
been transformed into “management studies” and transferred to the busi- 
ness school. I disagree with these changes’. He argues that this ‘is an exer- 
cise in futility, calculated to produce arid lawyers or accountants skilled at 
abstract manipulation, but devoid of insight into the ways of the world’ 
(1993, p.12). A final example of this line of argument is Rhodes (1995b) 
who claims that in the 1980s the mainstream of public administration 
‘embraced public management, rushing headlong and unheeding into the 
arms of the business schools’, and that the result has been ‘an extensive, if 
unimpressive, literature’ (1995b, p. 122). Such comments may reflect a 
struggle for not only intellectual primacy, but also academic turf. To borrow 
concepts from the public management paradigm, the assault on the busi- 
ness schools can be seen as ‘negative advertising’ in an attempt to protect 
‘market share’ from potential predators. 

In sum, there is a widespread perception of a crisis in British public 
administration. However, the circumstances are not entirely consistent with 
Kuhn’s argument that the principal reasons for an academic crisis are ‘tech- 
nical’: that is, the accumulation of research evidence that undermines the 
ruling paradigm. This is not the fate that has befallen public adminis- 
tration — it is not the interpretation of the world that has changed, but the 
world itself. Instead of the traditional pattern of large line bureaucracies 
providing services directly, the public sector began to consist of markets 
and contracts. In much the same way that the wider political science com- 
munity failed to predict the fall of communist regimes at the end of the 
1980s, so public administration was taken by surprise by the decline of 
bureaucracy. Furthermore, policies based on competition and performance 
were ripe for evaluation by a paradigm drawing upon public choice and 
management. Thus public administration was engulfed by public manage- 
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ment — or so the story goes. The next section examines whether the crisis 
has in fact resulted in a scientific revolution. 


M PUBLIC MANAGEMENT: SPARKS WITHOUT FIRE? 


(a) Methods 

Previous attempts to apply Kuhn’s framework have largely focused on 
comparing the level of paradigmatic development in different disciplines, 
rather than analysing paradigm change within a specific field (see Pfeffer 
1993). Thus there is no established method for operationalizing the concept 
of a paradigm shift. Kuhn argues that research publications in an academic 
field can be taken as an indicator of a change from an old to a new para- 
digm when a scientific revolution is in progress. If public management has 
overtaken public administration then this should be reflected in the con- 
tents of leading journals in the field. In particular, journals associated with 
the old perspective should show evidence of colonization by the new 
approach. 

In order to investigate this issue, the contents of the journals Public 
Administration (PA) and Public Policy and Administration (PPé&A) are ana- 
lysed. These are the two main journals in Britain which have conventionally 
published research on the public sector from a political science perspective. 
A number of other journals publish papers on policy and management in 
the public sector (for example, Local Government Studies, Policy and Politics, 
Government and Policy). However, these journals are much less tied to the 
politics paradigm than are PA and PP&A. For example, the editors of both 
of these two main journals work in politics departments, and almost all 
of the academic members of the editorial boards are political scientists. 
Thus PA and PP&A can be taken to represent the heartland of the old 
paradigm. 

The public management paradigm does, of course, possess two British 
journals of its own: Public Money and Management, and the International Jour- 
nal of Public Sector Management. The mere existence of these journals may 
be interpreted as evidence of a scientific revolution. However, this is insuf- 
ficient to demonstrate a paradigm shift for two reasons. First, the emergence 
of the new journals may simply suggest that public management is, at best, 
running parallel to public administration, not that an academic coup d’état 
has occurred. Secondly, neither of the new journals has attained the aca- 
demic prestige of PA in particular. This is confirmed by the views of polit- 
ical scientists (Norris and Crewe 1993), and by a recent survey of business 
school staff perceptions of the quality of journals (Brown and Wright 1995). 
Thus the publication of journals with ‘public management’ in the title is 
evidence that something is happening, but this could be a minor tremor 
rather than an earthquake. 

In order to quantify the extent of the paradigm change, the contents of 
PA and PP&A were analysed in four time periods, each of five years dur- 
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ation from 1976 to 1995. Five year blocks were preferred to single years in 
order to smooth out blips caused by ‘special editions’ or other concen- 
trations of papers on specific themes. The period 1976 to 1980 was used as 
a ‘baseline’ to show the pattern prior to the advent of public management 
in the 1980s. All main articles were included in the analysis, but short notes 
and comments were excluded. The articles were assigned to one of three 
categories, depending on the disciplinary base of the research: politics; pub- 
lic management (including public choice, management, marketing, purchas- 
ing, human resource management and information management); and a 
residual ‘other’ category which includes disciplines such as law, sociology 
and social policy. The criteria for allocating papers to these groups were 
their substantive content and the academic references which they contained. 
Articles which fitted squarely into the politics paradigm included studies 
of political parties, cabinet ministers and the policy process (for example, 
Alderman 1995; Smith 1994; Temple 1993). The themes and theoretical con- 
tent of these papers could easily have appeared in a mainstream politics 
journal such as Polttical Studies. Articles which were allocated to the public 
management paradigm included studies of cultural change and competition 
which drew heavily upon literature in management and economics journals 
(for example, Colville et al. 1993; Ranadé 1995; Willcocks 1994). Such publi- 
cations would not have looked out of place in a core management journal 
such as the Journal of Management Studies. 

The work of researchers from politics departments was not necessarily 
assigned to the ‘politics’ category. Similarly, some articles by staff from 
social policy departments (or even business schools) were assigned to ‘poli- 
tics’ if their work drew principally upon theories and concepts from this 
discipline. A number of articles, particularly in the early years of the study 
period, were simply unclassifiable: they drew upon no obvious disciplinary 
base, and in some cases contained no academic references. Since the focus 
of this analysis is on the shifting balance between public administration 
and public management, these papers were placed in the ‘other’ category. A 
final methodological point is that both PA and PP&A contain a substantial 
number of articles by ‘practitioners’, especially senior civil servants. These 
were excluded from the analysis because their academic content is generally 
limited. Papers by senior officials may provide interesting data on public 
service provision, but they are not relevant to an analysis of scientific revol- 
ution which concerns the work of academics. 


(b) Results 

The evidence from the analysis of the contents of PA and PP&A is summar- 
ized in tables 1 and 2. In PA, papers based on the conventional politics 
paradigm comprise around half of all the articles over the twenty-year per- 
iod as a whole. The politics share of the total increased in the first half of 
the 1980s, but has since fallen back to the level of the 1970s. This decline 
seems to be attributable to the growth of public management from 7 per 
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TABLE 1 Articles in Public Administration categorized by base discipline 


Politics Public management Other Total number 
% % % 
1976-1980 48 7 45 85 
1981-1985 61 11 28 79 
1986-1990 51 18 31 80 
1991-1995 46 30 24 107 


TABLE 2 Articles in Public Policy and Admunistration categorized by base discipline 


Politics Public management Other Total number 
% % % 
1976-1980 63 3 34 50 
1981-1985 60 15 25 45 
1986-1990 52 12 36 50 
1991-1995 64 14 22 63 


cent to 30 per cent of all the main articles by academics in PA. If this 
increase continues, then public management could have a larger market 
share than public administration in another 5-10 years. It may equally be 
argued, however, that the public management wave has already reached 
its peak. 

The pattern in PP&A is somewhat different. First, the average percentage 
of articles based on politics is higher than in PA. Secondly, while this per- 
centage declined in the second half of the 1980s, it has shown a strong 
resurgence in the last five years. And thirdly, while the public management 
share of the total grew at the start of the 1980s, there has been no significant 
change since then. Thus there is little sign in PP&A that politics is in retreat 
in the face of a public management invasion. 

In sum, while the results show that the new paradigm has claimed some 
territory, this has largely been at the expense of disciplines other than poli- 
tics. Articles based on political science have virtually the same share of the 
market in PA and PP&A in the 1990s as they did at the end of the 1970s. 
This evidence suggests that there has been a definite challenge from public 
management, but no scientific revolution. The depth of the crisis in public 
administration therefore seems to have been exaggerated by the defenders 
of the old faith. This view is confirmed by other evidence. 

First, Rhodes’ (1995b, p. 6) claim that there has been a ‘headlong rush’ 
of former public administration specialists into the business schools is dif- 
ficult to substantiate. In the ‘new’ university sector, eight institutions were 
running public administration degrees at the start of the 1980s 
(De Montfort, Glamorgan, Glasgow Caledonian, Manchester Metropolitan, 
Nottingham Trent, Robert Gordon, Sheffield Hallam and Teesside). The 
academic staff in only two of these institutions (Glamorgan and Sheffield 
Hallam) have lost their separate departmental status and been absorbed 


© Blackwell Publishers Ltd 1996 


PUBLIC MANAGEMENT - PROBLEM OR SOLUTION? 691 


fully within business schools. Moreover, much of the academic research in 
public administration is conducted in the ‘old’ universities. There is no rec- 
ord of the number of staff who have transferred from politics or related 
departments to business schools in this sector, but it seems unlikely to be 
large. The development of research on public services in business schools 
thus appears to reflect ‘endogenous growth’ rather than, as Rhodes implies, 
exogenous staff transfers from public administration. 

Secondly, major research initiatives on the public sector are still domi- 
nated by public administration rather than public management. For 
example, most of the funding for the current ESRC Whitehall Programme 
on ‘The Changing Nature of Central Government in Britain’ has been allo- 
cated to academics working in the conventional paradigm. The total fund- 
ing of £1.9 million is allocated as follows: politics — 62 per cent, public man- 
agement — 24 per cent, and other disciplines — 14 per cent. This is not to 
comment on the objectives or quality of the research, but it does raise a 
simple question concerning the public administration paradigm: crisis, 
what crisis? 

Finally, there has been no direct scientific confrontation between public 
administration and public management. In other words, rival hypotheses 
from the two paradigms have not been tested directly on the same data 
set. Kuhn claims that different scientific paradigms are incommensurable — 
conflict cannot be resolved by an appeal to ‘the evidence’ because their 
interpretations of the world are so different. This is disputed by Pawson 
(1989, p. 116) who argues that: 


accepting the inevitability of the theoretical impregnation of observation 
would seem to allow that different bodies of theory will generate their 
own specific frames of reference as to what constitutes genuine support- 
ing (or refuting) evidence for that theory .... In short, the argument 
goes that theory choice involves us, quite literally, in a change of vision, 
leaving us without a neutral language of observational terms. The reason 
why philosophers of science can get away with such bunkum stems from 
the use of broadly based, contrived and theoretic examples .... It is 
highly likely ... that rival theories employ common procedures and 
assumptions somewhere in their attempts to verify their own position. 


If this view is accepted, then it would be possible to test the validity of 
the competing paradigms against empirical evidence. This would require 
a more rigorous specification of the arguments on each side, and a clearer 
separation of the normative and positive elements of the theories (see 
Ostrom 1972; Lovrich 1985; and Boyne 1996b for some progress in these 
directions). It would then be possible to identify whether public adminis- 
tration is threatened by a genuine crisis, or is merely suffering from 
paranoia. 
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CONCLUSION 


The analysis in this article has used Kuhn’s model of scientific change to 
identify the extent of the paradigm shift from public administration to pub- 
lic management. It has argued that the movement from normal science to 
crisis in British public administration was precipitated by government poli- 
cies which promoted markets and competition in the public sector. Thus 
the initial problem for public administration was not public management, 
but ‘new public management’ which conflicted with the ideological core of 
the old paradigm. This ideological threat was compounded, however, by 
the scientific threat of public management. In conjunction, new public man- 
agement and public management have promoted a widespread belief by 
public administration researchers that their paradigm is in crisis. 

However, the depth of the crisis appears to have been overestimated. 
The leading public administration journals have seen some growth in the 
proportion of articles based on the new paradigm since the late 1970s, but 
research which draws upon the conventional political perspective has 
retained its dominant position. The evidence shows that there have been 
incursions by public management, but no invasion. 

The crisis in public administration could be resolved in a number of 
ways. First, the pattern of public service provision in the UK could change 
back into line with the ideological core of the old paradigm. This seems, 
to say the least, unlikely in the short term, even if there is a change of 
government. Secondly, public administration or public management may 
be victorious through sheer weight of numbers or resources. At present, 
the old paradigm seems to have more adherents and a greater share of 
external research funding. Nevertheless, a growing number of business 
schools have research expertise on the public sector. Moreover, the business 
schools are generally more prosperous than politics departments (albeit in 
some cases for reasons connected with teaching rather than research), so 
they may be able to sponsor a substantial growth of public management. 
The third and most satisfactory resolution to the crisis would be scientific 
rather than practical. This would involve an accumulation of empirical evi- 
dence that would help to decide, if not determine, the relative validity of the 
two paradigms. Only when such evidence is produced will it be possible to 
judge whether public management is the solution to the intellectual crisis 
in British public administration. 
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COMPARATIVE AND INTERNATIONAL 
ADMINISTRATION 


DEMOCRACY, PARTICIPATION AND 
RESPONSIVENESS: A CASE STUDY OF 
RELATIONS BETWEEN THE IVORIAN 
COMMUNES AND THEIR CITIZENS 


RICHARD CROOK 


This study of the new Ivorian communes created in 1985 investigates the hypothesis 
that democratization of local government will lead to an improvement in govern- 
mental performance, particularly in its ‘responsiveness’ dimension. It was found 
that although electoral participation had increased since 1985, other forms of popu- 
lar engagement with the communes were low, and relationships of accountability 
and consultation between elected representatives and their electorates were also 
poorly developed. Responsiveness, defined as congruence between popular prefer- 
ences and the actual policies and outputs of the communes, was generally low. It 
is concluded that whilst increased participation enhanced the capacity to be respon- 
sive, its impact was mediated through institutional and societal factors such as the 
role of the mayor, the electoral system, public expectations, continued financial and 
fiscal centralization and the inevitable limits on the resources and functions of the 
communes. 


DECENTRALIZATION, DEMOCRATIZATION AND THE CASE OF 
THE IVORIAN COMMUNES 


In common with the governments of many other African and Asian coun- 
tries, in the 1980s the government of Cote d'Ivoire adopted a package of 
policies aimed at democratizing and decentralizing the political system. 
Between 1978 and 1985, 135 newly elected local government authorities 
(communes) were created, responsible for the government of the capital, 
Abidjan, and 125 other small towns and cities. In pursuing this policy, it 
was accepting a number of propositions which are at the heart of an inter- 
national policy debate concerning the relationship between the modern 
state and its citizens. 

It is argued, for instance, that decentralization to democratic (in practice, 
elected) local government authorities will give rise to a number of benefits: 
greater participation by citizens in local development decisions; greater 
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accountability of government to the population; better mobilization of local 
resources, and more effective and locally adapted policy making and policy 
implementation (Adamolekun 1991; Conyers 1990; Olowu and Wunsch 
1990; Rondinelli et al. 1989; Smith, B.C. 1985;). In some respects these argu- 
ments are simply restatements of traditional European ideas about the role 
of local government, many of which have been similarly invoked in recent 
European reforms, most notably the decentralization programme launched 
by Gaston Deferre in France in 1982 (see Schmidt 1990, p. 183; Goldsmith 
1992). In other respects decentralization policies in developing countries 
derive much of their impetus from newer policy trends which are also 
shared (in differing degrees) with the industrialized world of Europe and 
the Americas. 

On the one hand, ‘New Right’ theorists associated with Friedmanite econ- 
omic policies have argued strongly for decentralization as a way of shifting 
the role of government to that of ‘market enabler’. And public choice theor- 
ists arguing on the basis of rational preference structures have concluded 
that the ‘small community’ is the best basis for decentralized institutions 
(see Bennett 1989 p. 54; Wunsch 1991; Ostrom 1989). On the other hand, 
‘radical Left’ arguments concerning the need to encourage a more self- 
reliant, participatory citizenry have, by a curious paradox, arrived at 
roughly the same position (see Boaden et al. 1982; Hoggett and Hambleton 
1988; Stoker 1991). Even the socialist reforms in France, which initially 
emphasized the promotion of community, aimed at encouraging economic 
revitalization by ending dependence on the ‘nanny state’ (I'état-providence); 
and by the end of the 1980s, the activities of the new local democracies 
were being justified in terms of a ‘rhetoric of good management’ (Schmidt 
1990, p. 372). Both outlooks are hostile to the overcentralized, overbureau- 
cratic state and thus provide a powerful combination of arguments for the 
current trend in favour of revitalized local democracy — even though there 
are real underlying contradictions between a market-<dominated, con- 
sumerist view of decentralization, and that of the neo-Rousseauan 
democrats. 

In the developing countries’ context, the alleged benefits of democratic 
decentralization have also been promoted as part of the ‘good governance’ 
initiative launched by the World Bank and other donors in the late 1980s 
(see World Bank 1989, 1992). This initiative, which arose out of a recognition 
on the part of neo-classical economists that the market-oriented develop- 
ment policies associated with Structural Adjustment Programmes could not 
work without a strong, effective state, has been concerned mainly with pro- 
moting ‘state capacity’ in the areas of economic and financial management, 
civil service honesty and efficiency, legal frameworks and what is now 
called ‘institution-building’ (Blunt and Collins 1994; Bratton and Rothchild 
1991; Fuhr 1994; Healey and Robinson 1992). But the policy also incorpor- 
ates a liberal political agenda insofar as it has emphasized the importance 
of enhancing the ‘accountability’ and ‘transparency’ of government in 
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developing countries, goals which structural reforms such as democratiz- 
ation and decentralization are expected to serve (Moore 1993). 

The main purpose of this study of the Ivorian communes, undertaken in 
1993, was, therefore, to test some of these claims, in particular the assertion 
that there is a positive relationship between democratic participation in 
decentralized government institutions and the responsiveness dimension of 
institutional ‘performance’.* 


RESEARCH FOCUS AND METHODOLOGY 


The analysis presented here is based on field research carried out in four 
selected Ivorian communes during 1993. It focuses particularly on two 
aspects of the relationship between democratic decentralization and insti- 
tutional performance: the levels of popular participation in the affairs of 
the new communes, and data on the measurement of responsiveness. I then 
discuss the question of whether participation levels can be linked to respon- 
siveness.° 

Given that the Ivorian communes are examples of representative demo- 
cracy, participation was defined and measured principally as a set of activi- 
ties aimed at engaging with or influencing public institutions: voting, elec- 
toral campaigning, and contacting and pressuring either individually or 
through group/associational activities (cf. Verba, Nie and Kim 1978; Hunt- 
ington and Nelson 1976; Parry and Moyser 1992). Because of the very small- 
scale, ‘grass-roots’ character of many of the communes, direct participation 
in official and unofficial local bodies was also considered. 

The focus on responsiveness derives from a disaggregation of the concept 
of performance into three dimensions: (i) effectiveness, defined as the extent 
to which tangible outputs correspond to targets or policy objectives; 
(ii) responsiveness, defined as the degree of congruence between public 
preferences and institutional policies and outputs; and (iii) process, defined 
as the public acceptability of the procedures by which an institution deals 
with members of the public and according to which it reaches decisions 
(see Harmon and Mayer 1986; Robbins 1990; Fried 1980; Blunt et al. 1989).* 
(The latter dimension is really concerned with the elements of so-called 
‘good governance’ ~ transparency, fairness and observance of due process). 
Of these three dimensions, responsiveness is probably the most significant 
insofar as it focuses on the quality or impact of government outputs as well 
as their quantity. Using public perceptions of the activities of a govern- 
mental body, it asks whether public services and projects are valued by the 
community, and, if so, which sections of the community (Becker and 
Selwyn 1975; Carter 1991; Fried 1980; Marsden and Oakley 1990; Schick 
1990). 

The relationship between participation and responsiveness was theorized 
principally in terms of notions of accountability. Administrative theorists 
have always emphasized that bureaucratic performance is to a large extent 
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related to the effectiveness of mechanisms for encouraging or sanctioning 
organizational commitment and role performance (see, for instance, Blau 
and Scott 1963, p. 163; Dunsire 1978, pp. 26-7; Harmon and Mayer 1986, 
p. 47; Blunt et al. 1989 and 1990). The variety of ways in which officials can 
be held responsible for their actions has been summarized by Thynne and 
Goldring into a four-fold typology of external and internal/formal and 
informal modes of accountability (Thynne and Goldring 1987, p. 11). But 
accountability to ‘external actors’, who can control behaviour through polit- 
ical, legal or intra-organizational means, emerges from the literature as one 
of the most favoured methods of ensuring good institutional performance. 
O’Loughlin even operationalizes the term accountability as the ‘degree of 
responsiveness to external actors’ (O’Loughlin 1990, p. 282), whilst Moris 
emphasizes the importance of an ‘agency ideology’, combined with realistic 
objectives and accountability to client groups (Moris 1991).° 

The impact of participation in representative democracy is mediated most 
obviously through elections, which impose very general public account- 
abilities on elected representatives who have to submit their record to the 
electorate at periodic intervals — and, in addition may have to report back 
to or meet with electors on a regular basis between elections. At the insti- 
tutional level, however, elections create a more intense formal account- 
ability by rendering bureaucrats responsible to elected officials and to polit- 
ical bodies who, depending on their social and political character, can be 
crucial in maintaining commitment to ‘goal directed actions’ (implementing 
policy). More subtly, they can influence the development of internal and 
informal modes of accountability, based either on specific organizational 
commitments or various political and social norms including, at their very 
broadest, the idea of ‘public service’. Indeed, some analysts of the problems 
of Third World bureaucracies have argued that their central problem is the 
lack of a legitimate and respected political class genuinely rooted in the 
society and capable of exercising a disciplined control over the adminis- 
tration (cf. Crook 1989; Koehn 1990; Leonard 1991; T. Smith 1991).° 

Whatever the problems which political control may bring in terms of 
possible conflict with professional or legal-rational norms, the responsive- 
ness aspect of performance is undeniably connected to the existence of such 
social and political articulations between administration and society. Recent 
empirical work in the Third World field suggests that the emphasis of main- 
stream or ‘Western’ public administration theory on ‘representative 
bureaucracy’ has little relevance in such a context. What is required are 
precise mechanisms of accountability linking bureaucrats and elected 
officials to the public who, in the case of decentralized or local adminis- 
tration, are a specific and readily identifiable client group (see Uphoff 
1986, p. 202). 

Using these theories of accountability, a process model of the relation- 
ships among popular participation, administrative behaviour, policies and 
outputs was developed. The principal hypothesis was that the processes of 
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institutional accountability — the accountability of elected representatives to 
their electorates, and the accountability of administrative officials to elected 
representatives — would be the crucial determinants of whether partici- 
pation had a positive effect upon performance, and upon responsiveness 
in particular. 

The measurement of responsiveness required public assessments of the 
performance of the communes, as compared to that of the previous Pre- 
fectoral administration, and data on citizens’ perceptions of development 
needs and priorities. A mass survey was therefore used, in which 512 citi- 
zens, selected according to quotas of age, sex, education and occupation 
were interviewed in four selected communes. A separate ‘élite’ survey of 
64 associational and community leaders was also carried out. Public percep- 
tions were then compared with the expenditure patterns and actual outputs 
of the communes over the period 1986 to 1992. The survey was also used 
to collect data on levels and modes of participation. 

The case-study communes were selected from amongst the 98 new com- 
munes created in 1985. The criteria for selection included representation of 
the northern and southern zones of the country, ‘typicality’ in terms of 
population size, and degree of dominance of the commune’s main town 
(see below). An attempt was made to exclude from the list special cases 
such as communes with very important political connections to national 
political leaders. In addition to the survey method, the political history 
of the four communes was studied using documentary and interview 
techniques. 


THE POLITICS OF “COMMUNALIZATION’ IN COTE D'IVOIRE 


Cote d'Ivoire, a former French West African colony which became inde- 
pendent in 1960, is one of the few sub-Saharan African states to have 
enjoyed a post-independence history of political stability, and, until the 
mid-1980s, economic growth based on the rapid expansion of peasant- 
grown cocoa and coffee exports. Recent political reforms aimed at both 
democratization and decentralization have taken place within a continuing 
context of single and then dominant party rule. 

Present day Ivorian society and politics have been shaped by both French 
colonialism particularly in areas such as administration, administrative law 
and the education system, and by more than thirty years of post-indepen- 
dence rule by a single party, the Parti démocratique de la Cote d'Ivoire (PDCI), 
led by President Houphouet-Boigny until his death in 1993. It is still a 
society characterized by vast inequalities and social distance between an 
urban, French-educated élite and the majority of the population who are 
independent peasants. Political relationships both within the political élite 
and between politicians and the public are dominated by personalized, 
patron-client ties which have always been relatively asymetrical or authori- 
tarian. The political élite is multi-ethnic (although still dominated numeri- 
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cally by southern Ivorians), culturally and socially based in Abidjan and 
oriented towards French metropolitan values. (Ethnic conflict has never 
been a major issue in Ivorian politics, mainly because the regime has suc- 
cessfully incorporated and balanced most locally based or ethnic interests, 
and marginalized the non-cooperative groups). By the 1980s, Cote d’Ivoire 
could boast the most technocratic, highly educated and unified political and 
administrative élite in Africa (Crook 1989). The stability and power of this 
ruling group has survived a series of challenging crises since the mid-1980s: 
the commodity price slump, the subsequent squeeze on public finances, the 
move to multi-partyism in 1990 and even the death in December 1993 of 
President Houphouet-Boigny, after which Henri Konan Bedié, Speaker of 
the National Assembly, succeeded peacefully to the presidency in accord- 
ance with the constitution. 

Nevertheless, such stability has had its price. Until the current reform 
process, the Ivorian regime had remorselessly suppressed popular and elec- 
toral participation. The political life of the party had atrophied, and civil 
society outside of the state-dominated patronage system, never very strong 
to begin with, had become virtually non-existent. The result was a political 
culture characterized by popular apathy, authoritarianism and the expec- 
tation (derived from the ‘long boom’ of 1960 to 1980) that the state could — 
and should — provide all developmental needs and give access to mobility 
opportunities to those who enjoyed the patronage of members of the élite. 

The democratization reforms launched by President Houphouet Boigny 
in 1980 were essentially an attempt to re-establish presidential control and 
popularity by purging corrupt or overpowerful officeholders in the party, 
the government and the parastatal sectors, and by renewing political cadres 
of the regime at both national and local levels (Fauré 1989; Contamin and 
Fauré 1990). One of the principal mechanisms of this Ivorian version of the 
Cultural Revolution was competitive, intra~party elections for party, local 
government and National Assembly posts. Decentralization — the creation 
of the elected communes of municipalities - was an integral part of this 
process. 

Decentralization in Cote d’Ivoire was not, however, just about creating 
opportunities for younger generations of political aspirants to achieve elec- 
tive office. It had much wider political and developmental objectives. One 
of the official aims of the decentralization programme was to tackle the 
problem of public apathy and lack of communication between citizens and 
government. According to Léon K. Koffi (Minister of the Interior) the com- 
munes were intended as: ‘la réponse institutionelle au probleme fondamen- 
tal de la participation des habitants’ (Cote d'Ivoire 1991). 

In addition it was hoped that the new emphasis on competitive intra- 
party elections would encourage political élites to use the communes as 
local political bases, and hence to become involved in working for their 
development. In order to join the political élite and thus gain access to the 
channels of patronage it was necessary to get elected. The move to multi- 
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party competition after 1990 only added to this pressure. Getting elected 
required at the very least some kind of local power base as well as resources 
and popularity (cf. Bakary 1986). And one of the best ways of obtaining 
such local credibility was to be publicly. associated with some visible evi- 
dence of development in the community. 

Communalization was, therefore, a way of formally associating local 
élites or élites of local origin with the work of local development. To some 
extent this was a policy based upon a sound political and social logic. In 
Cote d'Ivoire, as in other African societies, urban élites — the successful sons 
and daughters of particular communities — had long been expected to take 
an interest in helping the development of their home town or village 
(Delpech 1983; Dubresson and Vidal 1991). This expectation had been 
reinforced by the national examples set by Yamoussoukro (the President’s 
‘village’) or Jacqueville (see Dubresson and Jaglin 1993). 

In the context of a squeeze on public expenditure, the government clearly 
hoped that one of the outcomes of such a policy would be an improvement 
in the mobilization of fiscal as well as private resources at the local level. 
In the longer term therefore this would enable central government to divest 
itself of some of its developmental responsibilities (Attahi 1989a; Fraternité 
Matin 1988). It is not true, however, as some cynics would maintain, that 
the government's sole intention at the commencement of the reform was 
simply to force all local communities into financing their own development. 
On the contrary, the government seemed prepared to commit substantial 
resources both to setting up and sustaining the decentralization experiment, 
with greater local self-reliance only a long-term goal as far as the majority 
of communes were concerned. In 1987 the 98 smaller communes created in 
1985 received 68 per cent on average of their revenues from central govern- 
ment grants. Even after the severe financial crises of the early 1990s they 
continued to receive 58 per cent of total revenues from this source, although 
absolute levels had fallen by 30 per cent between 1987 and 1992 (as calcu- 
lated from Cote d'Ivoire 1993a, 1992, 1988). 

Because of the government’s willingness both to fund commune budgets 
and to let the political aims of the reform take precedence over consider- 
ations of financial viability, by 1985/6 the familiar logic of Ivorian politics 
had reasserted itself. The newly activated local political élites now saw 
‘decentralization’ as simply another source of central government finance 
for local development which had to be competed for like other forms of 
patronage controlled by networks based in Abidjan. For a town to be given 
a commune was a fiercely contested honour, and seemed initially to demon- 
strate the popularity of the democratic decentralization policy. But the 
intense competition for the posts thus made available in both the 1985 and 
1990 municipal elections also demonstrated the high expectations of econ- 
omic pay-off which had been aroused, regardless of the worsening econ- 
omic crisis. These expectations in turn caused some of the problems of disil- 
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lusionment and low participation which seemed to be undermining the 
commune experiment by 1993/4. 


THE STRUCTURE OF THE COMMUNE SYSTEM 


In considering the issue of the relationship between democratic decentraliz- 
ation and performance, the Ivorian communes form a particularly 
important and unusual case. Instead of decentralizing to administrative or 
traditional subdivisions of the national territory, the Cote d’Ivoire adopted 
a Francophone perspective according to which local government is based 
upon particular communities or urban settlements and is charged with 
addressing problems of ‘urban’ management and development. Thus the 
98 most recently created communes dating from 1985, are authorities for 
small towns of the interior with an average population of 16,309. In fact 
the model population is less than 10,000 which means that although classi- 
fied as ‘urban’ by the demographers, in sociological and economic terms 
they are little more than large villages or small market and administrative 
towns in a rural setting (calculations based on data in Cote d'Ivoire, 
DCGTX, 1992). The territorial area of authority of the commune is confined 
to the immediate hinterland of the town with a few satellite villages -— 
normally a radius of around 8 kilometres. Although the Ivorian commune 
is an elected authority based on the principle of representative democracy 
it therefore corresponds closely to the ideal of decentralization to the com- 
munity level of politics and should in principle offer a better prospect of 
grass-roots popular participation than in the larger territorial authorities 
found in many other countries. 

Each commune is an authority with legal personality and ‘financial auto- 
nomy’, the latter phrase meaning not independence but the right to create 
and manage its own budget and its own property or resources. Legal 
accountability to democratically elected officials is firmly based at the local 
level. The mayor and his deputies who form the executive authority (la 
Municipalité) are elected councillors, elected to office by the Municipal 
Council, not appointed by government as in the pre-1980 system. The 
mayor can appoint and dismiss commune staff (except the seconded civil 
servants who fill the chief administrative posts) but all the employees 
including civil servants are accountable to the mayor. Once elected the 
mayor has the character of an independent executive in that he can only 
be removed by the state authorities, and he becomes an official of the state, 
charged with responsibility for the maintenance of civil order and the état 
civil. The executive is formally accountable to the council, and the mayor 
must give an account of his execution of the budget at each council meeting 
during the year. The council itself is a wholly elected body which is elected 
as a single list in a first-past-the-post election for the whole commune. 

Unlike many other countries with ‘mixed’ forms of devo- 
lution/deconcentration, communal administration is not simply a regroup- 
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ing of deconcentrated central ministries under the nominal control of an 
elected council. The communes have legal competence to perform a wide 
range of specified functions: these include the provision of educational 
buildings and equipment; cultural and social facilities; public health and 
sanitary services; maintenance of local roads; markets; bus stations; admin- 
istrative services such as the census, and the certification of births, deaths 
and marriage (état civil) (loi 85-582, 29 July 1985). Urban land use and plan- 
ning remains for the most part under the control of central ministries, 
although the communes play an important political role in local ‘mixed 
commissions’ for the allocation of plots, particularly in the smaller rural 
communes, and have to bear many of the costs of plot development. 

Although they are legally devolved authorities, the communes remain 
quite closely supervised by the prefectoral administration of the Ministry 
of the Interior, and central control of their financial and fiscal systems is 
still strong, based as it is on two deeply entrenched principles of French 
administrative law: the principle of the unity of the state treasury (unicité 
de caisse) and the strict institutional separation of the power to authorize 
expenditure (lordonnateur) from the power to actually pay creditors (le 
payeur). Unlike a devolved local government authority in the British or 
American tradition, the communes in Cote d’Ivoire do not have their own 
treasury or bank account. All commune taxes and other revenues are paid 
into the state Tax Office located within the département. Once remitted, com- 
mune funds are not earmarked. Payments are made on the authority of the 
mayor, which is limited by the budget estimates. Cash-flow management 
is thus in the hands of state Treasury officials. 

The communes are equally constrained in fiscal matters. The majority of 
taxes available to the communes are neither assessed nor collected by the 
communes themselves. Only the local fees and licence charges on such 
activities as markets and entertainments are collected by the commune 
employees; even here, however, the rates and incidence of taxation are set 
nationally (Attahi 1989b; Gbaka 1992). The communes have very little con- 
trol, therefore, over either the rates of taxation or the rates of collection, and, 
in the case of the smaller ‘rural’ commune, little capacity — or incentive — to 
increase their revenues from local sources. The smaller communes are in 
any case highly dependent upon central government grants (see above). 


PARTICIPATION AND RESPONSIVENESS: THE RESEARCH 
FINDINGS 


The findings presented below are based mainly upon data collected in the 
four communes selected as case-studies. Two (Affery and Yakasse- 
Attobrou) are located in the Adzope prefecture in the south-eastern cocoa- 
growing area, and the other two (M’bengué and Dikodougou) in the north- 
ern, cotton and cereal-growing prefecture of Korhogo. Their respective 
populations are: Affery, 21,202; Yakasse, 14,559; Dikodougou, 10,413 and 
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M’bengué, 7,490. But it should be noted that Yakasse has special interest 
in that it was one of only six communes to elect an opposition (Front popu- 
laire ivoirien — FPI) administration in 1990, and it has a larger number of 
satellite villages than average (making it more ‘rural’). 


Electoral participation 

The communes have experienced three general elections since 1985. The 
first councils of the new communes were elected in 1985 within a ‘competi- 
tive single party’ context, according to which only candidates approved 
by the PDCI could stand. The 1990 elections were therefore the first fully 
democratic contests in the sense that they were open to a multiplicity of 
political parties. The overall 1985 participation rate in the municipal elec- 
tions of 35 per cent of the registered electorate did not improve in 1990, 
when it in fact deteriorated very slightly to 34.5 per cent (Bakary 1986; Cote 
d'Ivoire 1991b) Combined with the opposition’s failure to win more than 
six communes, it has been argued by some scholars that, even allowing for 
some elements of government manipulation of the electoral process, the 
impact of multi-party politics on willingness to participate was not only 
disappointing but positively negative (Fauré 1991; Bakary 1991). 

Such an argument fails to take account, however, of the significance of 
urban-rural differentials. Whilst the participation rate in the ten Abidjan 
communes in 1990 was only 21.6 per cent, and in Abidjan plus the seven 
largest towns with populations in excess of 50,000, 31 per cent, it was much 
higher — 51.3 per cent — in all other communes. Fauré and Bakary’s argu- 
ments depend on the proposition that participation was inversely related 
to the degree of competitiveness (interpreted as number of parties or 
candidates); but this is true only if one accepts as meaningful the 90-100 
per cent turnouts in the 25 uncontested municipal elections, all of which 
were in the rural areas. The participation rate for all ‘competitive’ commune 
elections outside the big cities was 46.2 per cent which, by removing the 
distorting effect of the very high uncontested rates and the very low urban 
rates probably gives a fairer picture of participation in the vast majority 
(70 per cent) of Ivorian communes. The same is true of the legislative elec- 
tions, where the overall ‘urban’ turnout was 34 per cent and the competitive 
rural turnout was 43 per cent (see Crook 1995). 

Overall, therefore, it may be argued that the introduction of competitive 
elections in 1985 and 1990 resulted in an increase in electoral participation 
in the majority of communes, and a decrease in the major urban centres. 
In spite of the weakness of the opposition challenge (the FPI put up only 
30 lists and the independents 29, as against the PDCI’s 299) it may also be 
argued that the 1990 elections were genuinely competitive. Only 18.5 per 
cent of the municipalities in 1990 were uncontested, and 50 per cent of 
incumbent mayors lost their jobs, a result which certainly helped to 
reinforce the idea of electoral accountability. 

The pattern set in 1990 was to a large extent repeated in 1996, except that 


© Blackwell Pubhshers Ltd 1996 


IVORIAN COMMUNES AND THEIR CITIZENS 705 


TABLE 1 Electoral turnout in the four case-study communes 


Commune: 1985 1990 
Affery No. of lists: 3 2 
total vote: 3313 4866 

% regst. voters: 30.6 46.8 

% adult pop.:* **48 
Yakasse No. of lists: 2 2 
total vote: 2094 3856 
% regst. voters: 24.5 70 
% adult pop.:* 59 
Dikodougou No. of lists: 1 2 
total vote. 2137 2937 
% regst. voters: 56 60 
% adult pop.:* 60 
M’bengué No. of lists: 2 1 
“ total vote 871 1865 
% regst. voters: 27 57 
% adult pop.* 54 


k population over 18 estimated, based on 1988 Census figures for Sous-Prefecture. 
** the number of registered electors exceeded the adult population as calculated from the 
1988 Census. 


participation was unfortunately affected not just by the continued weakness 
of the opposition challenge, but also by a violent opposition boycott of the 
earlier presidential elections. An apparent increase in turnout to 44 per cent 
in fact masked a 10 per cent drop in the total vote, and a 30 per cent drop 
in the number of registered voters. 

The four case-study communes were typical of this national picture in 
that the 1990 elections saw a marked improvement in levels of participation, 
with figures ranging from 47 per cent to 70 per cent of the registered elector- 
ate — the highest figure being in the commune where there was a vigorous 
and successful opposition campaign (see table 1). Popular participation in 
the election campaigns within the four communes was also relatively high: 
25.6 per cent of respondents in the mass survey said that they had been 
involved in supporting candidates in 1990, the highest being in Affery (50 
per cent) a town which had been deeply polarized by the elections, followed 
by Yakasse at 34 per cent. In the northern communes, participation in the 
campaigns was significantly lower, at 14 per cent of respondents in 
M’bengué and 4 per cent in Dikodougou. In two of the four (Affery and 
Yakasse) the incumbent administration lost whilst in a third, Dikodougou, 
the incumbent mayor won with an almost totally new list of councillors. 
In M’bengue the politically powerful Deputy for M’bengué-Niofoin was re- 
elected with his list unopposed. 

Nevertheless it remains true that abstention rates were high compared 
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to the presidential elections. One reason could have been the bandwagon 
effect of Houphouet-Boigny’s overwhelming victory in October 1990, which 
would have rightly led voters to view the subsequent legislative and 
municipal elections as of lesser significance. And, given the inevitable domi- 
nance of patronage politics within such small local electorates, and the fact 
that 1990 was the country’s first experience of open elections in thirty-five 
years, it was not surprising that there was still a tendency either to express 
disagreement through abstention (particularly in the urban areas), or to line 
up grudgingly behind local élite cadres. In this context, the 1990 increase 
in participation rates in the ‘rural’ commune elections must be regarded 
as a positive development especially if linked with the defeat of so many 
incumbent administrations.® 


Relations between citizens and the communes between elections 
In the context of what were small rural communities of between 7,000 and 
10,000 people (except for Affery with around 20,000), knowledge of and 
participation in the affairs of the communes was disappointingly low.’ Very 
few citizens were members of associations, the only significant numbers 
being the 10 per cent of respondents in the mass survey who said they 
were members of youth associations. Another 10.6 per cent said they were 
members of ethnic associations, which are of particular significance in Cote 
d‘Tvoire’s multi-ethnic society with its large foreign migrant labour force. 

Participation in activities whose purpose is to discuss and then raise 
issues with the local authorities involved only a small number of respon- 
dents. The most frequent activity was participating in a local meeting (10.6 
per cent of respondents), followed by signing a letter or petition (9 per 
cent). Again there were wide variations amongst the communes ranging 
from 20 per cent who had attended a meeting in Affery to 0 per cent in 
Dikodougou (see table 2). 

‘Contacting’ activities were equally sparse amongst the mass survey 


TABLE 2 Popular participation and ‘relationships with elected councillors in Cote 
d'Ivoire, by commune 


% can % respnds % say % attnded % 
name contactd freq of official attnded 
encillré& encilir cncillrs meeting unofficl 
mayor meetings (neighbrhd meeting 
>ZeTO cttee) 
ALL 42 11 25 19 11 
N = 512 
Yakasse 54 22 44 38 10 
M'bengué 37 4 35 8 12 
Affery 48 16 14 22 20 
Dikodougou 26 0 4 6 0 
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respondents (see table 2). Only 10.7 per cent overall had ever contacted a 
councillor or the mayor/assistant mayor to raise a social problem, and the 
proportion who had ever gone to the commune offices or any other govern- 
ment office in the vicinity to discuss a social problem was even smaller: 7.6 
per cent and 3.6 per cent respectively. In Yakasse, however, 22 per cent had 
contacted a councillor, whilst none had in Dikodougou. 

More localized and traditional forms of participation such as the ‘neigh- 
bourhood committee’ (comité de quartier) which is essentially a meeting of 
family elders or notables and the chief, did, however, involve larger num- 
bers of citizens. Of respondents, 18.7 per cent said that they had attended 
such a meeting, of whom half said they had spoken in the discussion. The 
status and indeed existence of these committees is however very ambigu- 
ous. Many respondents did not distinguish between them and the old PDCI 
neighbourhood committees (PDCI comités de base) whose decay in the 1980s 
had so worried the president. Many people, particularly officials and coun- 
cillors denied that they existed, saying that they were the same as the PDCI 
organs. The truth is probably that the old PDCI committees were in practice 
indistinguishable anyway fram such informal meetings of local notables 
and they continue to function as such in the northern communes. What is 
certain is that they had no official status or function with respect to the 
commune’s institutions. 

The most serious problem to affect the functioning of these new forms 
of local democracy was, however, the failure to develop strong links of 
consultation and accountability between elected councillors and their elec- 
torates. Because of the list system of election, Ivorian councillors do not 
have to report to particular ‘constituencies’ through formal consultative 
mechanisms such as local committees, ‘surgeries’, or meetings of constitu- 
ents. When questioned on this point, most councillors argued that in such 
small communities, formal mechanisms were irrelevant; they claimed that 
‘everybody knew them’ and that they engaged in ‘informal’ soundings of 
popular opinion. According to the councillors, if they needed to consult 
the population on a particular matter, they spoke to the village or quarter 
(neighbourhood) chief and if necessary organized a meeting. Both com- 
mune documents and survey data indicate, however, that most ‘consul- 
tations’ went no further than the elders and notables, except for major exer- 
cises involving formal public meetings. 

In the first place, the fact that 59.3 per cent of respondents could not 
name a councillor rather undermined the idea that councillors were well- 
known figures who engaged in informal consultations (see table 3). (By 
contrast, only 10 per cent could not name their mayor). Virtually no respon- 
dents could name just a councillor without the mayor. Differences amongst 
the four communes in levels of knowledge in fact corresponded with differ- 
ent levels of contacts between councillors and the public. 

Thus 75 per cent of respondents, when asked how frequently councillors 
organized meetings with them, answered ‘never’, although they were con- 
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TABLE 3 Political knowledge: % respondents who can name elected councillor and/or 
the mayor, by commune 


cannot give names both names only names only 
name mayor and councillor mayor 
councillor 
Yakasse 23.5 53.0 15 212 
Affery 2.4 45.9 2.4 48.4 
M’bengué 7.8 36.7 0 55.5 
Diko. 2.5 26.1 0 68.1 
all (N = 512) 9.0 40.7 0.9 477 


tradicted by a small group (13 per cent) saying ‘once per month’. In Yak- 
asse, however, which had the highest levels of knowledge, lower numbers 
of respondents said ‘never’, whilst in Dikodougou the opposite was the 
case. 

The impression that groupings of neighbourhood notables were the main 
channels of communication for councillors who did involve themselves in 
any consultation is reinforced by the results of the élite survey of com- 
munity leaders. Of the community leaders questioned, 53 per cent claimed 
to have contacted a councillor or the mayor about a social or political issue, 
and 32 per cent said they had attended a neighbourhood committee meet- 
ing at which nearly all of them had spoken. Yet almost half of all com- 
munity leaders (48 per cent) agreed that councillors themselves never 
organized a meeting with the people. 

These survey findings were strongly confirmed by case studies of the 
politics of the communes’ development programmes. The lack of involve- 
ment of councillors - and mayors — in consultation procedures was parti- 
cularly important when it came to persuading the community to contribute 
to self-help projects, either in kind or through levies. In each of the four 
communes, the difficulties encountered in attempting to obtain the support 
of the population for the construction and funding of a municipal second- 
ary school provided a vivid illustration of the consequences of poorly 
developed systems of consultation and participation. Only in M’bengue 
was the secondary school project successfully completed, thanks mainly 
to the collection of a popular levy imposed on sales through the Farmers 
Marketing Cooperative (GVC). Even this method, however, was not free 
of conflicts generated by the non-cooperation of certain branches of the 
cooperative. In the other communes, the school project remained uncom- 
pleted due to lack of funds and the inability of the commune councils to 
get agreement for a levy halfway through the project programme. 

In spite of these rather negative assessments it should of course be 
acknowledged that, compared to the previous sub-prefectoral adminis- 
tration, the communes did represent an improvement in the development 
of more participatory government. There was now a highly localized 
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elected body with its own budget and resources and the capacity to rep- 
resent popular issues. Councillors and mayors certainly thought of themselves 
as understanding and representing popular local feelings, and the mayors’ 
own political careers were inextricably linked with their successful self- 
projection as fighters for the development of the community. Whether these 
self-images were justified can only be tested by looking at the extent to 
which popular issues and demands were represented and transformed into 
more responsive policies and outputs at the institutional level. 


The responsiveness of the communes’ performance. 

Any assessment of the performance of the communes must acknowledge 
immediately the impact of the severe financial cutbacks which they have 
suffered since the end of the 1980s. Because of their heavy dependence on 
central government finance, total state grants to the 98 communes dropped 
by 30 per cent between 1987 and 1992, and to the four case-study communes 
by 28 per cent. The total actual spending of the four communes on develop- 
ment (budget d'investissement) dropped by 70 per cent in cash terms over 
the same period, a drop which was caused partly by the cuts in grant and 
partly by the ‘liquidity crisis’ of the local State Treasuries which severely 
affected the ability of the communes to control their cash flow. In addition, 
the highly centralized fiscal system meant that the communes had little 
power (or incentive) to increase local revenue mobilization. 

Nevertheless, in spite of the undoubted difficulties of the present situ- 
ation the record of the communes since 1986 is not totally negative. On the 
contrary, it should be recognized that ‘communalization’ represented a real 
shift in government investment and expenditure towards locally determ- 
ined projects and services, by comparison with the almost total neglect of 
these small towns under the prefectoral administration (see Cote d’Ivoire 
1985). The automatic allocation of government grant and tax revenues did 
provide net new local employment, services and development projects. This 
was most evident in the first period 1986-90, when quite an impressive 
number of projects was started and the Ministry of the Interior’s target 
for development spending of 30 per cent of the total budget was achieved 
each year. 

Even when the communes did have viable development programmes, 
however, the responsiveness of those programmes to popular needs and 
priorities was generally low. And after the financial squeeze struck in 1990 
the situation became worse in that, although their development pro- 
grammes were reduced in practice to attempting to complete one or two 
projects, even these minimal commitments continued mainly to reflect the 
priorities of the political élites. 

In order to compare popular priorities with official policies and outputs, 
we first asked respondents an open-ended question: ‘what in your opinion 
are the most important needs of the people in this area?’ From the responses 
a rank-ordered list of the most frequently mentioned needs was con- 
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TABLE 4 Rank order of most frequently mentioned popular needs by commune 


Rank All/% Affry /% Yaksse/% Mbge/% Diko/% 

1 roads 58 social 70 roads 70 roads 50 elect 61 
2 social 37 roads 54 educ 54 social 46 roads 59 
3 mkts 29 mkts 52 mkts 44 agric 44 water 57 
4 elect 28 elect 26 health 38 water 38 empl 20 
5 water 25 agric 18 social 16 elect 20 educ 16 
6 educ 24 health 18 elect 6 empl 20 social 14 
7 agric 18 educ 16 water 4 mits 12 health 8 
8 health 18 water 2 apric 4 educ. 10 agric 6 
9 empl 12 empl 2 empl 4 health 6 mkts 6 


* The figures after each need indicate the percentage of respondents mentioning that need. 


structed, grouped into types (see table 4). The preferences of women as 
opposed to men did not differ significantly, insofar as roads figured as the 
most popular preference for both groups, and social facilities in the top 
three for both groups. But men were more strongly concerned about roads 
(mentioned by 70 per cent of all male respondents, whilst a larger pro- 
portion of women favoured markets (ranked second) than did men. It is 
also noteworthy that the preferences of the community leaders surveyed 
were similar to those of their fellow citizens, with roads again figuring in 
the top three choices in three out of the four communes. But local élites in 
the northern communes tended to rate water supplies more highly than 
the non-¢lite respondents.'° These popular preferences were then compared 
with (a) the official priorities embodied in the communes’ rolling Three 
Year Plans, and (b) with actual expenditure realizations over the years 
1987-92 (see tables 5-6). 

The main points which may be drawn from the comparison are as fol- 
lows: 


(i) There was no mention by any of the respondents of the need for a town 
hall or offices for the commune, projects which consistently featured as top 
official priorities and as recipients of funding allocations. 


(ii) The high priority given by all the commune administrations to their 
local secondary school project did not seem to have been supported by 
popular opinion, except in Yakasse. Although this may seem a surprising 
result, it could be explained by the fact that secondary education parti- 
cularly in the northern communes where illiteracy rates are very high, is 
such a remote possibility for most poor people that it is not considered to 
be a realistic goal or priority. It can also be related to the actual record of 
the particular communes. 


In Yakasse the greater congruence between popular preferences 
(education and markets) and actual expenditures was primarily a result of 
the efforts made by the new FPI administration after 1991. (The FPI was 
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TABLE 6 Ranking of cumulative expenditure totals, 1986-92, by commune 


Rank Affery Yakasse M’bengué Diko 

1 Education buildings Education buildings Education buildings Education buildings 
2 Town hall/offices Town hall/offices Health Town hall/offices 

3 Office equipment Office equipment Social centre Office equipment 

4 Street maintenance Markets Town hall/offices Urban plot layout 


clearly under enormous pressure to prove its credentials as a more ‘demo- 
cratic’ party and therefore probably did make more attempt to consult the 
population). In spite of the expenditure allocations to these priorities, how- 
ever, very little had been achieved in terms of completion of the secondary 
school or other projects. The FPI programme had been genuinely frustrated 
by the financial squeeze. The population seemed to feel however that it 
was important to finish this project (although they were unwilling to con- 
tribute to the fund!). M’bengue on the other hand was the only commune 
to have successfully completed a secondary school and hospital, which may 
have accounted for the very low score which these needs received in the 
popular survey. 


(iii) Not only were ‘better roads’ the most frequently mentioned need over- 
all; they also featured as the first or second preference in all four communes. 
In referring to the need for ‘roads’, respondents were mainly concerned 
with the state of the main road linking the town to the nearest big centre 
(Korhogo in the north) or to the Abidjan trunk road in the south. Yet the 
spending of all four communes on roads was extremely limited. 


(iv) The other two most popular needs, ‘social’ and ‘markets’, consistently 
ranked amongst the top three needs in three out of the four communes. 
The ‘social’ category grouped together various kinds of preferences for 
social facilities such as youth, cultural and community centres, sports, TV 
and entertainments (particularly mentioned by younger people) and hous- 
ing. Only in M’bengué and to some extent Affery had some effort been 
made to respond to these demands during the 1985-90 period. 


(v) M’bengué was the only commune where a significant number of 
respondents mentioned an agricultural/economic need: a cotton processing 
factory (ginnery). But there is little evidence that this need figured in com- 
mune plans ~ perhaps because it was regarded as the responsibility of the 
cotton marketing agency (CIDT). 


Using the above data, the responsiveness of each of the four communes 
was rated on a very simple scale (ow/medium/high) for the two time 
periods 1986-90 and 1991-3 (see table 7). It should be noted that these rat- 
ings, based on the congruence between actual expenditures and popular 
preferences, did not correspond entirely with more general popular per- 
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TABLE 7 Responsiveness and councillors’ contacts with the electorate compared 





Commune rspnsivness § rspnsivness % can % say freq % 
86-90 91-3 name of cncilirg’ respnds 
cncillr meetings contactd 
(rank) >ZeTO encillr 
(rank) (rank) 
Yakasse low high 54 (1) 44 (1) 22 (1) 
M’bengué medium low 37 (3) 35 (2) 4 (3) 
Affery high low 48 (2) 14 (3) 16 (2) 
Diko low low 26 (4) 4 (4) 0 (4) 


formance ratings derived from asking respondents whether they felt that 
the commune had the capacity to meet their expressed needs, and whether 
they preferred the commune system to the former prefectoral adminis- 
tration (see table 8). These findings do not contradict the responsiveness 
data but reflect a realistic understanding on the part of ordinary voters of 
the objective record and potential of their commune. 

In Yakasse, for instance, the deep scepticism of the electorate was based 
partly on the past record of the commune (only 14 per cent of projects were 
identified as originated by the commune as against 15 per cent which were 
said to have been started by the sub-prefect) and partly on the lack of 
achievement since 1990. There was, in addition, a political dimension to the 
responses; because so many had voted for the FPI in Yakasse, there was a 
greater willingness to openly blame the government for the problems of 
the area and in particular for the failures of the communes (still seen as a 
product of PDCI government policy). In the northern communes, where 
the grip of the PDCI and a traditional unwillingness to challenge govern- 
ment still coexisted, it was noteworthy that much larger numbers of respon- 
dents gave ‘dont know’ answers or refused to give answers to questions 
about the record of the commune (28 per cent in M’bengué and 16 per cent 
in Dikodougou). 

In Affery, on the other hand, quite a number of projects had been 
implemented during the ‘good years’, projects which were relatively 


TABLE 8 Popular perceptions of commune and sub-prefecture performance 


% prefer % say % say % projects % projects 
commune to commune can commune attrib. to attrib. to 
$/P satisfy needs cannot satisfy commune S/P 
(definitely / needs 
somewhat) 
all (N = 512) 47 36 48 41 6 
Yakasse 30 24 64 14 15 
M'bengué 20 28 44 36 0 
Affery 70 42 48 89 0 
Dikodoug. 67 49 35 31 2 
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responsive to popular needs; and 89 per cent of projects mentioned by 
respondents were identified as commune-funded. People in Affery were 
also proud of the fact that the area was no longer under a sub prefect. 


THE RELATIONSHIP BETWEEN PARTICIPATION AND 
RESPONSIVENESS 


As may be seen from table 7, there is evidence to suggest some association 
between levels of responsiveness and the level of contacts between council- 
lors and the public, at least when comparing the two extremes — the ‘best’ 
and the ‘worst’ commune councils. In Yakasse where responsiveness was 
high in the period 1991-3, there is evidence that the elected members of 
the commune were better known by the electorate and that councillors did 
have more frequent contacts with citizens either through organizing meet- 
ings or through being contacted by individual citizens. In Dikodougou by 
contrast, the low level of responsiveness throughout the whole period was 
matched by a consistently low level of contacts between councillors and 
the public. In the other two communes the relationship is not so consistent 
perhaps because the period of better responsiveness was quite a few years 
before the survey in 1993; nevertheless there is still evidence of better levels 
of contact between councillors and the public than in the least responsive 
commune. 

Is it true, therefore, that greater participation by the public in terms of 
closer and more frequent contacts between elected representatives and the 
electorate will result in better knowledge of and representation of public 
preferences at the institutional level, and hence in more responsive policies 
and outputs? A somewhat sceptical answer must be given here; enhanced 
participation alone is unlikely to have a direct causal effect on performance. 
It may increase the capacity to be more responsive, but its impact has to be 
mediated through both institutional and societal factors. 

The Ivorian elected local government system has to operate in the context 
of rural and small town societies which put a premium on élite leadership 
and initiative. Thirty years of single party rule have left a legacy of public 
apathy, élite dominance and dependence on state patronage. The dominant 
expectation is that the town’s rich and successful ‘cadres’ ~ those who live 
and work in Abidjan or the nearest big city — will ‘bring development’ to 
the community (see Dubresson and Vidal 1991). It follows naturally from 
this attitude that citizens continue to see commune decisions as the business 
of the mayor and his clique of supporters. Worse, there is a general reluc- 
tance, probably attributable to the colonial experience, to accept that 
government even at the local level is a collective enterprise which can col- 
lect taxes on behalf of the whole community, or within which the losers of 
an election have a legitimate place. This is manifested in, for instance, the 
refusal (much commented upon by Ivorians themselves) of those individ- 


© Blackwell Publishers Ltd. 1996 


ITVORIAN COMMUNES AND THEIR CITIZENS 715 


uals or communities who did not vote for the mayor to co-operate with his 
projects or to pay local taxes (see Fraternité Matin 1988). 

These social attitudes and expectations both correspond with and help 
to reinforce the dominant position of the mayors in objective political, social 
and institutional terms. It is no accident that, in 1988, 74 of the 125 mayors 
outside Abidjan resided in Abidjan, and 77 per cent of them were high civil 
servants, professionals or business managers (Fraternité Hebdo 1987; Cote 
d'Ivoire 1988). Whilst this characteristic of the mayors gives rise to much 
complaint, it is simultaneously recognized by the ordinary voters as an 
inevitable response to the social and political realities of the Ivorian sys- 
tem — as is the practice of le cumul des mandats, which permitted around 40 
per cent of all mayors to hold office as députés or ministers. These societal 
and political factors mean that whilst in theory elected councillors on the 
commune council are meant to represent and transmit public opinion, in 
practice the translation of public preferences into policy outputs is heavily 
dependent upon the personal sensitivity of a particular mayor to both pub- 
lic opinion and to his councillors. 

Low levels of participation and of accountability are also the product of 
institutional features of the commune system. Electing the council as a sin- 
gle list on a first-past-the-post electoral system automatically excludes 
losers from the council and thus reinforces a non-cooperative spirit amongst 
those who did not vote for the mayor. It also makes the development of 
links of accountability between elected councillors and the electorate very 
difficult, insofar as councillors do not represent a particular ward. Whether 
councillors do in fact represent different areas and different interest groups 
within the community is again very much a function of the particular predi- 
lections or political sensitivities of the mayor who put the list together. 

The ability of the council to monitor and if necessary to modify or sanc- 
tion the actions of the mayor and his elected executive is also considerably 
weakened both by the list system and by the socio-political status of the 
mayor. The council is, in effect, the winning list put together by a powerful 
political entrepreneur. With the opposition excluded from the council the 
mayor is reporting to his supporters and clients, who are unlikely to engage 
in serious questioning of his policies unless personal rivals or factions 
emerge during the course of his mandate. 

Another institutional feature which undermines local accountability is 
the continued dependence of the communes on the central state for setting 
and collection of taxes and for regulation of budgetary flows. Although the 
principle of ‘unicité de caisse’, together with regulation by the Ministry of 
the Interior through the prefects, are important methods of controlling cor- 
ruption and (in the four cases studied) of supporting efficient budgeting 
and accounting systems, they do not encourage a sense of local self-reliance 
or accountability. 

The continued low responsiveness of the Ivorian communes (regardless 
of any financial crisis) may also be due to a factor beyond their control: 
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few members of the local electorates understand the real limitations on the 
communes’ powers and functions, and thus expect them to fulfill needs 
which are beyond their competence, such as TV reception, a cotton ginnery 
or major roads. The same was true for some of the basic economic issues 
which were clearly of deep concern amongst the electorates of these com- 
munes. Most of the farmers in the southern communes, for instance, were 
mainly worried about the breakdown of the formerly efficient marketing 
system for cocoa and coffee. Northern farmers were concerned with the 
encroachment of pastoralists (referred to as Peuls) from the Sahel onto their 
fields or the delays and low prices in the cotton purchasing system. Many 
other respondents wanted wage employment opportunities for the youth 
of the area. The communes did not have the resources or the powers to 
address these issues. 


CONCLUSION 


Whilst this assessment of the short-term impact of representative local 
democracy is rather negative, it should not be interpreted as a complete 
dismissal of the Ivorian communes. On the contrary, the Ivorian experiment 
still represents a genuine attempt to give limited power to democratically 
accountable local authorities at the level of individual communities. There 
is potential in a system which represents the grass-roots so closely, but 
commune representatives have to develop much more structured forms of 
consultation and interaction with those they represent. The present financial 
context makes this doubly difficult, and suggests that the current division 
of responsibilities and resources between the state and the communes needs 
some revision. 

In respect of major services such as secondary education, main roads, 
urban planning development and agricultural development services or pro- 
jects, the communes have to rely on getting the co-operation of central min- 
istries and agencies, some but not all of which may have field offices in the 
prefecture. Only these ministries have the expertise and the resources to 
implement many of the communes’ planned developments. The four case- 
study communes were by no means unusual in their attempts to set up 
full secondary school provision for their areas, provision which depended 
upon the ministry agreeing to staff and supply the school once it had been 
built. In the case of piped water and electricity, the communes have to deal 
with powerful parastatal companies, recently privatized. 

It is tempting, therefore, to suggest that some legal differentiation should 
be made between the larger, city-based communes and the majority of what 
are essentially rural ‘parish councils’, with the latter confined to more 
locally relevant services which can realistically be provided. But this would 
do little to solve the problem of low levels of popular interest and knowl- 
edge, which are only likely to improve if the communes have the resources 
to do more, not less. The present level of resources is clearly inadequate; 
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according to Dubresson (1990), total commune investment budgets in 1987 
represented 2,000 CFA francs per capita — the equivalent of around £4 at 
the 1987 exchange rate. In the four case-study communes, the total amount 
spent under the development or investment budgets over the four years 
1987 to 1990 was 322.5 million CFA francs, or 6,009 francs (£12) per capita. 
The financial capacity of the communes could be enhanced very simply by 
increasing their territorial area, and hence their population and resource 
base, by ceding them a greater number or share of the various centrally 
collected taxes and by giving them greater incentives to collect existing local 
taxes. (In the current economic climate it is highly unlikely that direct cen- 
tral government grants can be increased). 

One should beware, however, of thinking that extra resources alone will 
improve the performance of the communes, particularly on the responsive- 
ness dimension. As the experiences of other countries such as Nigeria or 
Bangladesh show, ‘throwing money’ at institutions which do not have 
adequate accountability mechanisms is a recipe for disaster (see Graf 1988; 
Crook and Manor 1994). Although the majority of the Ivorian communes 
do need more powers and resources, they also need to be more realistic 
and locally responsive in what they choose to do even with their present 
level of resources. And the Ivorian case demonstrates once again that intro- 
ducing general accountability to the citizenry through periodic elections to 
a representative body is insufficient to establish genuinely responsive and 
accountable local government. 

There need, therefore, to be institutional mechanisms for the continuous 
monitoring and discussion of both policy making and policy implemen- 
tation, with the power to correct or modify executive behaviour. In 
addition, the influence of the general public, even in such local level insti- 
tutions, is unlikely to be felt unless there are institutionalized mechanisms 
for consultation and report back on the part of elected representatives, and 
(ideally) there are ways in which opposition, criticism and public debate 
can legitimately make themselves heard. The latter possibility is, of course, 
something which emerges from the historically determined character of 
local society itself and cannot necessarily be legislated for. The Ivorian 
decentralization reform is in many ways an attempt to ‘socially engineer’ 
a change in the country’s political culture which directly conflicts with 
established patterns of centralized, authoritarian, patronage politics. To 
change those patterns requires an attack on a broad front, with more power- 
fully focused and well-resourced institutional mechanisms supported by 
more general social and political reforms. 


NOTES 


1. The UK under Mrs Thatcher remains an important exception to this trend. 

2. The Cote d'Ivoire study forms part of a larger comparative project involving three other 
countries: Ghana, Bangladesh and India, which was carried out in collaboration with Pro- 
fessor J. Manor of the Institute of Development Studies, Sussex, and funded by the British 
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Overseas Development Administration, to whom we are very grateful. All the opinions 
and conclusions expressed in this article are those of the author and should not be taken 
to represent those of the British government. 

3. For a comparative account which focuses on the relationship between democratization 
and output effectiveness in Ghana see Crook 1994. 

4. The use of formal, internally generated ‘performance indicators’ was not considered appro- 
priate or feasible in the context of rural local government in an underdeveloped country, 
where administrative capacity is limited and where achievement of outputs is usually 
measured by the presence or absence of a few basic infrastructural facilities (see Likierman 
1988; Leonard 1987; Dichter 1989; Maddock 1990). 

5. Smith, T. (1991) notes that many elements of the Thynne and Goldring model are likely 
to be absent in developing countries, where external public controls are weakly developed 
and internal mechanisms are vitiated by clientelism, or excessive formalism (cf. Jabbra and 
Dwivedi 1988, ch. 9). 

6. Koehn (1990, p. 295) writes: ‘making bureaucracy more responsive in Nigeria awaits the 
arrival of informed, reliable, forceful and effective representation of the rural and urban 
poor’. It might be added that in countries with a relatively effective administration the 
political élite is also committed to technocratic values (see Crook 1989, p. 225). 

7 The participation rate in the presidential contest between Houphouet-Boigny and Gbagbo 
was 68 per cent. 

8. Participation rates were in fact very similar to those common in British or European 
local elections. 

9. The average ratio of representatives to inhabitants was 1:1,000 (Cote d’Ivoire 1991a) 

10. The results of the élite survey (N. = 59) giving the four most frequently mentioned 
needs were: 


Rank All/% Affry/% Yksse/% Mbge/% Diko/% 

1 Roads 56 Social 92 Roads 66 Water 53 Roads 75 

2 Social 46 Mkts 58 Health 63 Social 47 Water 69 

3 Water 39 Roads 50 Ed/mkt 50 Agric 40 Elect 56 

4 Mkts 36 Ed/Wtr17 Social 31 Roads 33 Social 25 
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ORGANIZATION AND NATIONALITY IN THE 
EUROPEAN COMMISSION SERVICES 


MORTEN EGEBERG 


Existing literature on the internal functioning of the European Commission services 
indicates that officials’ nationality does have an impact on their policy-making 
behaviour. Students of western national administrations on the other hand, have 
found the geographical and social backgrounds of officials to be highly insignificant. 
However, given the unresolved tension between intergovernmentalism and supra- 
nationalism in the European Union, this seeming inconsistency may be under- 
standable. In this article, an effort is made to specify some of the organizational 
and policy-related conditions under which nationality might be particularly 
important in order to understand decision behaviour. Interview data gathered from 
38 Norwegian officials who had been seconded to the Commission are used to make 
an explorative appraisal of the assumptions put forth. 


INTRODUCTION 


Policy compatibility across territories can be achieved through rather differ- 
ent organizational forms. Power centres and hierarchies, systems for negoti- 
ation and consultation, and bureaucratic and professional networks may 
all cause policy standardization and harmonization. The most ambitious 
project is, however, to create a new political centre with its own power 
base. As far as the European Union is concerned, the Commission, to fulfil 
its institutional role as the developer of goals and policies for the Com- 
munity as a whole, should be granted substantial autonomy from the mem- 
ber states. However, nation states have been reluctant to take their hands 
completely off the tools of governance. This reluctance is reflected in the 
recruitment procedures for the College of Commissioners and the cabinets, 
as well as for the personnel of the services. It is also reflected in the comitol- 
ogy established to monitor the executive activities of the Commission. 
Underlying this member state hesitation to loosen their grip on the Com- 
mission is the prevailing tension between intergovernmentalism, multilat- 
eralism and supranationalism in the European Union (Blichner and Sangolt 
1994; Jørgensen 1995; Olsen 1995). Apparently, the countervailing power 
assigned to the Council of Ministers has not been considered sufficient to 
curb Commission initiatives. 
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The purpose of this article is to analyse the relative impact of organiza- 
tion and nationality on substantive decision-making in the Commission ser- 
vices at the unit level. The existence of national quotas regulating the 
recruitment of personnel does not in any way imply that officials’ actual 
behaviour is best understood by taking their national origins into consider- 
ation. Drawing on organizational theory, I will try to specify the conditions 
under which national backgrounds can be expected to be important in this 
respect. Then some empirical observations are presented and assessed. 


STUDYING A MULTINATIONAL BUREAUCRACY 


Like the commissioners, the officials employed by the services are expected 
to behave like good Europeanists, and avoid favouring their home countries 
(Ludlow 1991; Nugent 1994). Thus, Commission officials are supposed to 
behave in a manner quite parallel to their colleagues in national adminis- 
trations, being loyal primarily to their administrative organization and its 
leadership, and not to the social, geographical, religious or ethnic groups 
from which they originated. Studies of administrations in Western countries 
show that, in general, the institutional affiliation of an official is a much 
better predictor of attitudes and behaviour than individual background fac- 
tors (Meier and Nigro 1976; Lægreid and Olsen 1984; Egeberg 1994). How- 
ever, as far as Commission services are concerned, it remains to be seen 
whether actual behaviour mirrors formal role expectations to the same 
degree. Arguably, nationality is a much stronger belonging than compar- 
able societal belongings within a nation state. In general, socialization 
mechanisms like educational systems and cultures are supposed to vary 
more substantially across nations than within nations. In addition, the Com- 
mission’s national quota system, symbolizing the unresolved power dispute 
between the ‘centre and the territories’ and unparalleled in most Western 
nation states, may legitimize more particularistic concerns among Com- 
mission officials than among their national counterparts. 

So far, few systematic studies have been made of the internal functioning 
of the Commission bureaucracy as such. Coombes’ (1970) 25-year old study 
based on interviews and case studies, is one of the few. He concludes that, 
in order to explain actual decision behaviour, one has to accommodate for- 
mal organizational role, professional background and nationality in the 
model, However, he avoids any further specification of the circumstances 
under which nationality might be important, and how prevalent its effects 
might be. 

Another exception is the work by Michelmann (1978a) on the relation- 
ships between administrative performance and a set of organizational 
characteristics, a study encompassing five directorates general. However, 
the study has little to contribute with respect to the relationships discussed 
in this article. In another study based on interviews and a survey originally 
administered by the Commission among its personnel, Michelmann (1978b) 
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analysed the flows of information across hierarchical levels within director- 
ates general. He found no statistically significant effects of nationality on 
these flows. Contact patterns reflected rather neatly the formal hierarchy 
of posts. The qualitative interview data revealed, however, that officials 
may be approached by the governments of their mother countries and used 
as ‘access points’ to the inner circles of the services. 

Christoph (1993) reports that, based on 32 interviews with British officials 
with Brussels experiences, inappropriate (at least from a British perspective) 
national concerns were observed among Commission officials. However, 
the author does not tell us exactly from where in the institutional system 
the respondents had got their experiences. Neither is it made clear how 
prevalent such behaviours are supposed to be. 

Nugent (1994, p. 91) writes that ‘. . . senior officials can sometimes be less 
than wholly and completely EU-minded. For however impartial and even- 
handed they are supposed to be, they cannot, and usually do not wish to, 
completely divest themselves of their national identifications and loyalties’. 
No references are made either to his own data or to other studies. Spence 
(1994a, pp. 79-80) refers to a concrete decision process where the allocation 
of industrial contracts was seen to have benefited companies in one parti- 
cular country disproportionately. One reason for this was thought to be 
that key posts were staffed predominantly by nationals from the fav- 
oured country. 

Thus, the overall impression from the literature seems to be that the 
nationality of Commission officials does play a role in the policy process. 
However, it is far from clear whether this kind of behaviour is systematic, 
patterned and organizational, or whether it is better described as highly 
sporadic, idiosyncratic and individual. So far, no one seems to have tried 
to specify some of the conditions under which nationality might be 
expected to be of particular significance in the decision-making process. 


SOME THEORETICAL ASSUMPTIONS ON THE RELATIVE 
IMPORTANCE OF NATIONALITY AND ORGANIZATION 


I will proceed from here by discussing the circumstances under which 
nationality will most likely make a difference. The conditions to be taken 
into account include policy stage and degree of discretion, policy type, 
organizational characteristics like principle of specialization, hierarchical 
control, permanency of posts, and demographic variables like tenure, hori- 
zontal recruitment and the units’ amount of national heterogeneity. 

It seems crucial to first distinguish between situations that allow officials 
to exercise great amounts of discretion on the one hand, and situations in 
which available options appear to be highly restricted on the other. Clearly, 
the first kind of situation is much more open to the impact of nationality 
(and other factors as well) on decision-making. Given the policy develop- 
ment tasks assigned to the Commission, we can expect to find considerable 
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leeway for discretion to be exercised within the services. The Commission 
has to rely on national governments to have community policies 
implemented. It is, however, responsible for monitoring national adminis- 
trations in this respect. Thus, as more policy areas become developed and 
regulated, more executive and administrative tasks have to be handled by 
the Commission bureaucracy (Ludlow 1991). It follows that officials increas- 
ingly will face more constrained choice opportunities, providing less lee- 
way for officials’ national backgrounds to make a difference. 

Second, a distinction between different types of policy should be made. 
The argument goes that regulatory policy (at least in the preparatory stage) 
can be less divisive than taxing and spending (distributional policy), and 
winners and losers in policy can be less clearly identified (Peters 1992). 
Thus, the significance of nationality as a decision premise is supposed to 
decrease as far as regulatory policy is concerned, on the grounds that the 
relationships between national interests and alternative policy options tend 
to be relatively obscure. The argument is quite parallel to the one that can 
be made concerning the importance of other ‘extra-organizational’ interests 
of officials (like private individual or group interests); it is not sufficient to 
ascertain that considerable room for discretion exists. In addition, one 
should ask how likely it might be that particular interests are conceived 
and made operational in various decision situations (Egeberg 1995). 

Regulatory policy has, so far, been the dominant policy type in the Euro- 
pean Community. Governing through law and regulation may be less con- 
flict-ridden and, certainly, is less expensive than establishing distributional 
policy programmes, like agricultural subsidies and regional funds 
(Majone 1991). 

Third, let us turn to organizational characteristics that can be conducive 
to enhance or diminish the importance of nationality. Gulick (1937) sug- 
gested that the choice of specialization principle of the formal structure 
might affect how decision-makers construct their social reality; for instance 
whether they become geographically or functionally oriented. His reason- 
ing has received some empirical support (Egeberg 1994). In our context, an 
implication could be that administrative units organized according to the 
principles of purpose (sector) or process tend to minimize the relevance of 
nationality, while units arranged according to the area principle tend to 
underpin spatial perspectives on the world, thereby making it more easy 
for officials to detect how particular national interests might be fruitfully 
linked to certain policy options. 

When assessing the relevance of nationality, one has to take into account 
the obvious fact that the single official is embedded in an organization. This 
means that even if an official tries to pursue the interests of his or her 
mother country, he or she may be corrected by colleagues, including of 
course the head of the unit. Thus, the ability of the formal hierarchy to 
shape actual behaviour seems crucial. Senior officials may, in principle, 
impose both positive and negative sanctions on their subordinates to induce 
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compliance with organizational norms. As regards the Commission, these 
norms, at least the official ones, do not tolerate national favouritism 
(Coombes 1970; Ludlow 1991). But what if the apex of the hierarchy, the 
commissioner and his or her cabinet, which has been described as a national 
enclave (Michelmann 1978b), communicates policy signals down through 
the ranks that obviously reflect certain national preferences? Though such 
national biases may be curbed by formal institutional norms, college 
decisions, and the principle of collective responsibility, several authors have 
pointed to the divided loyalty at the top of the Commission (Nugent 1994; 
Spence 1994a). Thus, the possibility exists that the formal hierarchy may 
sustain and emphasize certain national biases rather than constraining and 
controlling them, as was assumed in the first place. Certain cabinets have 
documented their ability to intervene in an early stage of policy processes, 
even at unit level in the directorates general, scrutinizing draft proposals 
in detail (Ross 1994). 

The role of the commissioners in the internal decision-making process of 
the directorates general is an empirical question that deserves better 
answers. Page and Wouters (1994) point to the fact that the political man- 
date of the commissioners is far more ambiguous and porous than that of 
most national cabinets, owing to the commissioners’ lack of constituencies 
and their wide disparity as far as political party affiliation is concerned. 
Each commissioner is in charge of certain policy areas (as can be seen in 
the Directory of the European Commission), but, as Ludlow (1991) has 
observed, the links between the commissioners and the directorates general 
for which they are responsible appear to be somewhat unclear when com- 
pared with the relations that exist between a minister and his or her depart- 
ment. In addition, since it is known that the physical structure of organiza- 
tions can make a difference (Egeberg 1994), it should be noted that the 
commissioners and their cabinets are, contrary to national ministers, physi- 
cally separated from their portfolios (located at the top floor of the Berlay- 
mont, for the time being in a separate building). These factors together may 
reduce the ability of the political leadership to give direction to the policy 
process on its way through the services. 

The last organizational variable to be dealt with is the proportion of per- 
manent versus temporary posts. Many of those on temporary contracts can 
be assumed to see their career prospects primarily within other organiza- 
tions, for instance national administrations. Thus, compared with those per- 
manently employed, their loyalty may be put to a more severe test in situ- 
ations where national interests are at stake. In the beginning the community 
administration had to rely on national administrators on short-term con- 
tracts (Coombes 1970; Scheinman and Feld 1972). Still, so-called national 
experts and contracted personnel make up a considerable number. Cur- 
rently, however, most officials in the services are permanently employed 
(Spence 1994a). 

Fourth, organizational demography should be counted on. The demo- 
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graphic argument is that, to understand the behaviour of a single official, 
one has to consider not only his or her background, but also the aggregated 
backgrounds of the other officials as parts of the same entity. Thus, for 
instance, age composition, length of service distribution, the proportion of 
women and the degree of social heterogeneity are assumed to have an 
impact on decision-making (Pfeffer 1983). 

Concerning the Commission, Wessels (1985) claims that the first gener- 
ation of bureaucrats tended to be committed to the European idea before 
entering the services. Newcomers, he maintains, without war experiences, 
are more career-oriented, and thus emphasize salaries and promotion pros- 
pects more than ideas. If he is right, the consequences are somewhat 
ambiguous. On the one hand, the organization’s ability to shape behaviour 
becomes more critical. However, on the other hand, those more career- 
oriented may also appear to be more amenable to deliberately designed 
incentive structures. Without contesting Wessels’ assumption, it may still 
be argued that those applying for jobs in the services may be somewhat 
more ‘Euro-oriented’ than those embarking on careers confined to 
national governments. 

Turning from age to tenure, it can be hypothesized that, in general, 
national profiles tend to become modified and watered down as length of 
service increases. The correctness of this proposition, however, depends on 
to what extent socialization means internalizing ‘Euro-cultural’ values, or 
whether it means sustaining national belongings. There are now some 
observations indicating that a distinguishable ‘Eurocrat-culture’ is slowly 
emerging (Shore and Black 1992; Abeles et al. 1993). 

As far as tenure is concerned, the overall current pattern in the Com- 
mission seems to be that permanent posts are filled by persons aiming at 
life-long careers in the services (Spence 1994a). This picture is, however, 
somewhat disturbed by elements of horizontal (external) recruitment to 
positions in the highest echelons, in particular to Al and A2 posts 
(Michelmann 1978b; Spence 1994a). Appointing trusted compatriots of the 
commissioner may also have the side-effect of demotivating careerists at 
lower levels, thus making them less inclined to comply with organiza- 
tional norms. 

National loyalties may be tempered and constrained by ensuring that 
entities are multinationally staffed. Conversely, the existence of national 
enclaves may sustain national identities. Concerning the Commission, there 
is no formally recognized system aimed at ensuring a fair distribution of 
posts. However, according to the informal national quota system, efforts 
are made to avoid too great a disparity, but some imbalance exists. In cate- 
gory A, small countries (in respect of population size) tend to be overrepres- 
ented (Spence 1994a). Also, certain parts of the services have traditionally 
been seen as dominated by certain nations. For instance, DG I (external 
relations) and DG IV (competition) have been perceived to be dominated 
by the Germans, while DG VI (agriculture) and DG VIII (development) 
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have been associated with French dominance (Nedergaard 1994, p. 143). An 
unintended consequence of trying to cope with a national quota system 
seems to be that officials may find their career prospects determined by 
demographic variables rather than by merit, thereby demotivating them 
from complying with organizational norms (Michelmann 1978b). 

Nationalities differ. Hofstede (1991) concludes from his empirical study 
of a business organization located in numerous countries that, in general, 
northerners seem culturally more well-adapted to Weberian forms of 
bureaucracy. Southerners (with the exception of the French) tend to be more 
‘collectivistic’ in their approach, meaning that they perceive themselves as 
members of groups transcending the boundaries of formal organizations. 
One could expect, therefore, that to the extent southerners are dominating 
a unit, nationality may play a more vital role than in units dominated by 
northerners, or in mixed units. 

The conditions assumed to be most conducive to enhancing the impact 
of nationality on substantive decision-making can then be summarized in 


figure 1. 


METHOD AND DATA 


To shed some light on the relationships previously discussed in this article, 
38 Norwegian officials were interviewed during the period November 
1994—February 1995. In the period 1993-94, these persons had all been 
seconded to the Commission services as so-called ‘civil servants’ for a three- 
month period (some of them spending an additional couple of months). 
The persons selected for interviews were all university-educated officials 
who had been employed by the Norwegian central government for at least 


FIGURE 1 Conditions supposed to increase the impact of nationality on decision-making 
in a multinational bureaucracy 


Variables Values 

Policy characteristics 

~ amount of discretion considerable 

~ policy stage development, formation 
- policy type distributional (spatially) 
Formal 

- specialization principle area served, geography 
- strength of hierarchy weak 

- proportion permanent posts small 

Organizational demography 

~ age distribution indeterminable 

— length of service short 

— national ity 

~ north or south dominance south * 


* South’ encompasses Greece, Italy, Portugal and Spain. 
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two years before being seconded. In the Commission they had all been 
affiliated with a particular unit (the smallest part of a directorate general, 
comprising 3-16 officials in category A) or a particular task force. One 
respondent had, for instance, been placed in DG VII C1, which means unit 
1 in directorate C of Directorate General VIL. The DG affiliation of our 
respondents is shown in table 1. 

The units in the analysis are the 35 administrative units represented in table 1. 
Thus, the respondents are to be seen as informants about the units and their 
activities. Because duplication occurred in three units, only those having 
the most recent experiences were included. Thus, each administrative unit 
is represented by only one informant. Given these selection criteria, it can- 
not be claimed that the 35 units make up a representative sample of the 
approximately 700 units found in the 23 DGs. Thus, the empirical analysis 
is of an explorative nature. 

Most of our informants can be characterized as mainly non-partictpant 
observers. Only a few were assigned ordinary tasks on a more regular basis. 
The interviews took from about 1.5 to 2 hours each. A semi-structured inter- 
view guide was used. The respondents were asked to characterize their 
respective units along the dimensions discussed in the previous section (cf. 
figure 1). Rather ‘pragmatic’ categories were used. The author himself cate- 
gorized the answers according to the theoretical dimensions. Demographic 
variables are, by their nature, at a high level of measurement. However, 
for the purpose of this study, it is sufficient to operate with rather crude 
ordinal scales, as for instance whether mean length of service can best be 
described as long, medium or short. In most cases it would also be quite 
unrealistic to expect more precise scaling from our informants. 

The respondents were also asked to estimate the role of nationality on 
individual decision-making and the weight assigned to various concerns 


TABLE 1 The DG affiliation of the respondents 


DG O Economuc and Fimancial Affairs 1 
DG IN Internal Market and Industrial Affairs 2 
DG IV Competition 3 
DG V Employment, Industrial Relations and Social Affairs 7 
DG VI Agriculture 4 
DG Vil Transport 3 
DG XI Environment, Nuclear Safety and Civil Protection 3 
DG XII Science, Research and Development 1 
DG XII Telecommunications, Information Technologies and Industries 1 
DG XV Financial Institutions and Company Law 2 
DG XVI Regional Policy 1 
DG XVII Energy 3 
DG XIX Budgets 1 
DG XXI Customs and Indirect Taxation 2 
DG XXOI Enterprise Policy, Distributive Trades, Tourism and Cooperatives 1 
Number of respondents (one per unit) 35 
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and considerations in unit policy-making. One can immediately see, how- 
ever, that these aspects are not easily observed, and one could argue that, 
in comparison with more experienced officials, our respondents must be 
poorly informed. In defence of our sources one could say that they, as ‘visi- 
tors’, may have felt more free to comment on sensitive issues, like the rele- 
vance of nationality. And, as ‘libros’, they may have had more opportunity 
to observe and reflect on the nature of their respective units. It is worth 
mentioning that in the cases where two had stayed in the same unit (at 
somewhat different points in time), their appraisals were highly consistent. 

When assessing the quality of our sources, it should also be remembered 
that the units observed were relatively small; our informants were never 
asked to report on the functioning of the Commission as a whole. Further, 
it should be noticed that a substantial part of the interviews dealt with the 
organizational and policy-related conditions outlined in figure 1, items that 
are not that complicated to appraise by experienced officials. 

To conclude, like most such sources, the sources of data utilized in this 
study have their weaknesses, but also their strengths. Given the lack of 
recent empirical studies of the internal functioning of the Commission ser- 
vices, an explorative study based on the interview data available may be jus- 
tified. 

Obviously, our data can, at best, only shed some light on unit decision- 
making. What happens to a proposal at the level of directors, the cabinet, 
the commisioner and the college, and on its way through other institutions, 
like the working groups of the council, falls outside the scope of this article. 


RESULTS 


Taking as our point of departure the theoretical assumptions outlined 
above, table 2 is meant to give an impression of how likely it is that the 
national backgrounds of Commission officials may affect their decision 
behaviour. 

The overall picture is that, in general, the empirical conditions are not in 
favour of the nationality explanation. Only two favourable conditions 
appear with some frequency, namely ‘considerable discretion’ and ‘policy 
development’. Not surprisingly, the two are correlated, in that 63 per cent of 
the units working on policy development are seen to exercise considerable 
amounts of discretion, while this is so for ‘only’ 40 per cent of those hand- 
ling executive or mixed tasks. The fact that 44 per cent of the units are 
dealing with policy implementation, or both execution and development, 
shows that several policy areas are already well established and regulated. 
Thus, executive tasks will gradually make mounting demands on the 
administrative resources available. 

While only 11 per cent of the units worked on distributional issues, 69 
per cent focused on regulatory policy, and the last 20 per cent on analyses 
of different kinds (for example, statistical analysis). Only 6 per cent of our 
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TABLE 2 Proportion of units having characteristics that are supposed 
to aeei the niea r ity that nationality affects decision-making (N 


Conditions % 
Policy 
~ considerable discretion 53 
- policy development 56 
- distributional policy 11 
Formal organization 

~ geographic specialization 6 
~ weak hierarchy 20 
~ relatively few (<50%) permanent posts 9 


a i tenure 


~ relatively few (<3) nations represented 
~ south dominance (100%) 


z 
Co SO ON 


units were specialized according to the area principle. (However, it was 
observed that officials in other units could deal with their mother countries, 
as a sort of internal specialization, cf. also Michelmann 1978b.) One of the 
two units dealt with EFTA countries, the other one with Central and Eastern 
Europe. Thus, in neither of the two units can we expect national loyalties 
to be particularly activated. Of the units, 85 per cent appeared to be purpose 
organized (dealing with, for example, oil or road transport), and 9 per cent 
process arranged. 

In 80 per cent of our units the formal hierarchy was found to be strong, 
for example as regards channelling flows of information across echelons 
(cf. also Michelmann 1978b). As far as the role of the commissioner is con- 
cerned, however, an impression is that, seen from the units, his or her role 
is not that important. This is at least one reasonable interpretation of the 
findings, revealing that not more than 18 per cent of the units were awarded 
a high score on loyalty to the commissioner; 56 per cent were given a low 
score, and 26 per cent were considered to fall somewhere in between the 
two. 

Concerning length of service, most units (69 per cent) were found to be 
composed of both newcomers and highly experienced officials. As regards 
national homogeneity, 85 per cent of our units were comprised of officials 
originating from more than three countries. All of our units encompassed 
at least one northerner (in addition to the informant). Since many of the 
units were fairly small, it can be argued that as long as at least one official 
comes from the other part, a unit is not dominated by any side. Altogether 
then, based on the observations referred to above, the prediction has to be 
that nationality plays a minor role in the decision-making process at the 
unit level. 

Our informants were then asked how important they found nationality 
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TABLE 3 Proportion of units where 
nationality is seen to matter for officials’ 
policy choice, network and administrative 
style. Items not presented to the respon- 
dent (N = 35) 


Nationality affects: 
— policy choice 
— network 


— administrative style 


SSS |] xk 


to be in order to understand the concerns and actions of the single official. 
Table 3 shows the results. In 60 per cent of the units networks are found 
to be affected by nationality. Officials may function as ‘points of access’ for 
the governments of their native countries, as well as for firms and other 
organizations of the same nationality. These findings confirm the obser- 
vations made by Michelmann (1978b). However, it is rather difficult to 
assess the policy implications of this phenomenon. Understandably, in a 
multi-lingual system, it is highly convenient to contact compatriots. This 
practice is far from being deemed illegitimate; on the contrary, it has been 
seen to be in the interest of the Commission to be as well informed as 
possible of developments in the member countries (Mazey and Richardson 
1994). Our data reveal that nation-biased networking is practised by both 
northerners and southerners. 

The data confirm what others have observed previously concerning the 
impact of nationality on administrative style (for example, Edwards and 
Spence 1994). To give an illustration from our material: senior officials from 
the north have been observed to have a more ‘collegial’, inclusive, or group- 
oriented style of leadership than their colleagues from the south. However, 
the policy implications of various administrative styles remain unclear. 

According to our expectation, given the existing empirical conditions, the 
impact of nationality on officials’ policy-making behaviour in a more nar- 
row sense was observed in only 23 per cent of the units. Such behaviour 
occurred both among northerners and southerners. However, the phenom- 
enon meant different things. It meant that officials assigned particular 
weight to the preferences of their mother countries. But it also meant that 
officials more generally were adhering to ideologies and solutions that 
seemed to be a success back home. Seemingly contrary to our expectation, 
however, these cases were not characterized by a consistent set of conditions 
which were supposed to increase the relevance of the nationality variable. 
In general, the conditioning variables are not correlated, so that a unit get- 
ting a score favourable to the nationality factor on one of the variables is 
also getting a corresponding score on one of the others. Since the conditions 
supposed to be conducive to the importance of the nationality factor are 
‘scattered around’ among a majority of ‘unfavourable’ conditions, we 
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should not have ended up with as much as 23 per cent of the units in that 
category. However, turning now to unit-level policy-making, it remains to 
be seen whether these observations of individual decision-making need 
revision. In other words, the policy outputs from a set of contextualized 
officials, embedded in an organizational and demographic structure, may 
look different. 

Thus, our informants were asked to give their appraisal of the sort of 
concerns and considerations prevalent in unit policy-making. The concerns 
and considerations focused on, and the results, are presented in table 4. 
Our informants found that, in 91 per cent of the units, weight was assigned 
to the mission and purpose of the DG when discretion was exercised. Euro- 
pean concerns and considerations were prevalent in 86 per cent of the units. 
It seems difficult to clarify exactly the criteria for what is really a ‘European’ 
interest. Perhaps it could better be defined negatively; it is neither national 
favouritism nor the sheer result of a consensus-seeking process. We see 
from the table that ‘only’ 63 per cent of the units were consensus oriented. 
Apparently, in this respect, two quite different unit strategies were in oper- 
ation. One strategy was to develop a policy proposal that might be agreed 
upon by all affected parties. Broad consultation of other DGs, national 
administrations and groups, thus anticipating Council reactions, is an 
important mechanism. The other strategy does not stress the need for con- 
sensus to the same degree. The approach is rather to launch what is con- 
sidered a genuine ‘European’ policy proposal, and, if necessary, to defend 
it on its way through the other institutions. A more confident Commission 
would probably choose the second strategy. Some negative experiences 
with the first approach may also cause a change of strategy. After time- 
consuming consultation processes involving, among others, national 
officials, the Commission has seen the same officials turning up later in the 
Council working group arguing a somewhat different case, since intermin- 
isterial co-ordination in the national capital may have introduced nuances 
in the original national position (Spence 1994b: 104). 

In almost all units, DG concerns or European considerations were found 
to be significant. In principle, these are both ‘European’ interests. Adding 


TABLE 4 Proportion of units in which the following concerns and 
considerations are seen as important as regards unit policy-making 
(N = 35) 


Concerns and considerations 


— the mission and purpose of the DG 

— European concerns/considerations 

— professional concerns/considerations 

~ consensus concerns/considerations 

— DG or European concerns/considerations 


SSSR ix 
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the considerable support expressed to professional values and consensus 
orientation, the room for national favouritism appears to be rather limited 
at the unit level. 


CONCLUSION 


Existing literature on the internal functioning of the Commission services 
indicates that the nationality of officials does have an impact on their 
decision behaviour. Students of national administrations, on the other hand, 
have found minor empirical support for the assumption that corresponding 
background factors matter. However, it should be noted that nationality is 
probably a stronger belonging than most comparable backgrounds. Thus, 
given the unresolved tension between intergovernmentalism and supra- 
nationalism in the European Union, the apparent inconsistency that exists 
between conclusions drawn from studies in a national context on the one 
hand, and conclusions drawn from studies in a multinational context on 
the other, becomes understandable. 

However, the literature on the internal functioning of the Commission 
services suffers from a lack of clarification of the generality of the postulates 
and observations, and the sources of data are often inadequately described. 
In this article, an effort has been made to specify some of the conditions 
(organizational and policy characteristics) under which nationality might 
be particularly important to an understanding of substantive policy-making 
at the unit level. 

The empirical analysis shows that the existing conditions in the Com- 
mission units explored are overwhelmingly unfavourable to the nationality 
explanation. Policy development tasks allow great amounts of discretion 
to be exercised, but nationality-biased policy choices are supposed to be 
effectively curbed by concentrating on regulatory policy, specializing 
according to the principles of purpose and process, devising a potent hier- 
archy, making posts permanent, having life-long career patterns, and pro- 
moting national heterogeneity. It should be remembered, however, that the 
sample of units cannot be claimed to be a representative one. 

Consistent with the theoretical assumptions, and given the empirical con- 
ditions revealed, nationality was considered by our informants to have an 
impact on individual decision-making only in a minority of the units. This 
picture became even more clear when we moved from the individual level 
to the unit level of policy-making. At this level, European considerations, 
often probably concretized and made operational by the unit’s DG affili- 
ation, are manifest. Thus, what has emerged seems to be more than just a 
secretariat to the council, or a neutral broker (Rometsch and Wessels 1994). 
Being endowed with a set of favourable organizational and policy-related 
devices, intentionally or unintentionally shaped, the services seem to have 
achieved some autonomy for promoting what is defined as common Euro- 
pean interests. 
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SOME ADVANTAGES OF AN INTEGRATED 
APPROACH TO IMPLEMENTATION ANALYSIS: 
A STUDY OF AUSTRALIAN INDUSTRY POLICY 


NEAL RYAN 


Models of policy implementation have been characterized by a tension between 
‘bottom-up’ and ‘top-down’ approaches to public sector management. In recent 
years, this literature moved into ‘third generation’ in attempting to unify implemen- 
tation analysis. One recent approach at consolidating key elements of ‘top-down’ 
and ‘bottom-up’ literature has been provided by Soren Winter. This article applies 
Winter’s model to two longitudinal studies of industry programmes in Australia. 
This analysis suggests that Winter’s integrated approach to implementation 
addresses some of the weaknesses of commonly used rational-comprehensive mod- 
els such as the Mazmanian and Sabatier framework. However, there are also some 
weaknesses in Winter's integrated model which implies an agenda for future 
implementation analysis. 


INTRODUCTION 


Public sector management literature has tended to rely on rational-compre- 
hensive models of implementation to interpret outcomes and theorize better 
processes. The most commonly used analytical framework has been Maz- 
manian and Sabatier’s (1989) model of implementation. However, these 
‘top-down’ approaches to implementation are limited in their capacity to 
accommodate ‘bottom-up’ concerns such as the involvement of street-level 
bureaucrats and programme target groups (see Sabatier 1986). 

From the starting point of ‘top down’ and ‘bottom-up’ approaches to 
implementation has emerged a diverse range of conceptual frameworks to 
assist implementation analysis. For example, institutional approaches to 
implementation have tended to focus ‘upon the interorganizational charac- 
teristics of government problem-solving’ (Hanf 1978, p.1) whilst others 
have concentrated on the social context and interpretation of legislation or 
policy (Yanow 1993, p. 42). More recent analysis has been concerned with 
developing a ‘third generation’ (Goggin et al. 1990) of literature which 
attempts to unify the theoretical pluralism which has emerged since early 
‘top down’ and ‘bottom-up’ approaches to implementation. However, ‘top 
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down’ and ‘bottom up’ conceptualizations provide a convenient means of 
positioning recent integrated approaches within the range of implemen- 
tation literature. 

One such integrated approach has been developed by Soren Winter 
(1990). A fundamental difference between Winter's integrating model and 
‘top-down’ (and some ‘bottom-up’) analytical frameworks is the evaluation 
of implementation outcomes. Whereas ‘top-down’ analysis compares 
implementation outcomes with stated programme objectives and official 
policy goals, Winter’s approach to implementation also addresses ‘bottom- 
up’ concerns such as the interests of implementation actors and social 
change outcomes. Implementation is evaluated in terms of both output and 
outcome/impact (p. 27). This article applies Winter’s model to two longi- 
tudinal studies of Australian industry programmes to highlight its advan- 
tages over the Mazmanian and Sabatier model, and identify some future 
issues in implementation analysis. 


THE ELEMENTS OF THE WINTER MODEL 


Winter’s analytical framework is structured around four sets of socio- 
political processes or conditions which affect implementation outcomes: 


(1) the character of the policy formation process prior to the law or 
decision to be implemented; 

(2) the organizational and interorganizational implementation behav- 
jour; 

(3) street-level bureaucratic behaviour; and 

(4) the response by target groups and other changes in society (pp. 20-1). 


The starting point for Winter's analytical framework is the impact of pol- 
icy formulation on implementation outcomes. Winter considers four 
components of policy formulation. Conflict during the policy formulation 
stage is likely to impact on implementation outcomes. The greater the 
degree of conflict, the more likely that implementation will be frustrated. 
Policy formulation is crucial in the design of causal theory. The choice of 
policy instruments will be determined by the causal theory being applied 
to achieving the desired change in behaviour. Implementation is unlikely 
to succeed if there is not a genuine attempt to resolve a problem. Finally, the 
attention given to policy formulation is a good indicator of the support for 
a programme during implementation. This attention often reflects on direct 
relationships, internal policy consistency, policy goals, design and 
implementation. 

The second element of Winter’s model relates to organizational and inter- 
organizational behaviour. These variables refer to the reaction of organiza- 
tions or interorganizational relationships to programme directives. This 
includes the degree of harmony between programme objectives and organi- 
zational interests, and the co-operation among institutional interests. 
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Organizational power and institutional relationships during the implemen- 
tation phase may have changed from the formulation stage, and the influ- 
ence of coalitions may also need to be considered. 

The third element of Winter’s framework provides a structure for inte- 
grating ‘street-level’ actors into implementation processes. This moves the 
previous focus from institutional and organizational authority to the power 
of individuals. ‘Street-level’ bureaucrats have the capacity to systematically 
distort the implementation of programmes. Winter argues that the dis- 
torting behaviour of street-level responses may be considered an aspect of 
organization culture. Thus, changing the behaviour of ‘street-level’ bureau- 
crats requires a change in organizational culture. 

The fourth element of Winter’s model focuses on target-group behaviour 
and socio-economic conditions. Target group responses are influenced 
by the extent of the behavioural modification required, and the validity of 
the causal theory applied to accomplish these changes. Programmes 
need to account for the nature of target groups. For example, different 
educational, or socio-economic backgrounds may imply different imple- 
mentation strategies. Target groups are more likely to co-operate 
with programmes when prescriptions are in accordance with existing 
behaviours and norms. 

Winter’s model integrates implementation variables which are prominent 
in both ‘top-down’ and ‘bottom-up’ literature. The four sets of variables 
forming this analytical framework are also interrelated (p. 36). The policy- 
formulation process influences the development of the other factors. 
Organizational and interorganizational behaviour is influenced by, and 
influences the actions of ‘street-level’ bureaucrats. These relationships also 
exist between target groups and ‘street-level’ bureaucrats. Thus, in examin- 
ing these elements there is some requirement to consider the impact of one 
set of variables on the others. 


OFFSETS AND THE MANAGEMENT INVESTMENT COMPANIES 
PROGRAMMES 


The two Australian Commonwealth government programmes applied to 
this implementation framework are the Management and Investment Com- 
panies (MIC) Program and the Australian Government Offsets Program 
(AGOP). This section identifies the main implementation issues emerging 
from these programmes some of which have been reported in the literature 
elsewhere (see Ryan 1991; Ryan 1992b). 

AGOP began in 1970 and was abolished in 1992. Offsets obligations 
required that foreign suppliers of government goods and services under- 
take significant commercial or technological activities directed to Australian 
industry, usually to å value of 30 per cent of the contract price. Contractors 
could discharge their offsets obligations through a range of activities includ- 
ing technology transfer, training, research and development (R&D), local 
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purchasing, joint ventures and venture capital investment. These activities 
carried different weightings (or valuations) depending upon their priority. 

Although offsets activities such as training and R&D were weighted at 
three times the actual cost of undertaking these activities, foreign contrac- 
tors discharged their offsets obligations mostly through the purchase of 
goods and services for export. For example, these purchases represented 
58 per cent of all offsets discharged in 1988/89, and 47 per cent of offset 
activity in 1989/90 (Department of Industry, Technology and Commerce 
(DITAC) 1991, p. 16). This is an activity which was of low value to Aus- 
tralian industry because it did not contribute to the further development 
and advancement of local industrial capabilities. 

Studies of commercial arrangements existing with foreign multinational 
firms reinforce these data suggesting that the value of offsets has mostly 
been at low levels of industry capability. The discharge of offsets has been 
concentrated in the aerospace, information software and information hard- 
ware sectors (DITAC 1991, p. 13). There is evidence suggesting that offsets 
agreements relate mostly to the assembly of systems and low-level mainte- 
nance, with little technology transfer. However, significant technology 
transfer was associated with some defence projects where the sovereignty 
of Australia’s defence capabilities became an important issue (Barker et 
al. 1990). ' 

Offsets were not manda by legislation. Its authority was the 
Commonwealth/State Australian Civil Offsets Agreements and ministerial 
statements which imposed sanctions on future purchasing contracts for 
companies failing to comply with offsets obligations. However, these obli- 
gations were largely ignored by foreign contractors, with about only half 
of civil offsets discharged. For example, in the period 1970 to 1986, foreign 
multinational companies completed $641 million of the $1,215 million of 
the civil offsets incurred. Similarly, for the period 1980 to 1986, only $375 
million of the $1,285 million defence offsets obligations were ever com- 
pleted Joint Committee of Public Accounts 1987, p. 2). 

Low levels of compliance were compounded by a lack of communication 
between the agency managing the offsets programme and central purchas- 
ing authorities. All major reports (for example, Bureau of Industry Econom- 
ics 1987; Joint Committee of Public Accounts 1984) on the offsets pro- 
gramme commented on the lack of communication between the offsets 
division of DITAC and government purchasing agencies since ‘no mech- 
anism is in operation within the Offsets Secretariat to coordinate and moni- 
tor the receipt of offset-related information from departments and other 
organisations in respect of major purchases’ (Auditor General 1984, p. 14). 

Indeed, there is some evidence that government purchasing agencies had 
little understanding of the offsets program and its associated obligations. 
For example, senior management within Coastwatch, the agency with the 
responsibility for coastal surveillance in Australia, did not understand that 
purchases by their agency attracted offsets obligations, and senior staff 
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responsible for a $40 million capital works programme with the Bureau of 
Meteorology were similarly unaware of offsets obligations. Similar prob- 
lems have been found in Telecom, Air Traffic Control and the Department 
of Finance (Barker et al. 1990). 

Several government reports also found inconsistencies between the 
administration of civil and defence offsets, an absence of formal programme 
evaluation, deficient information on the program and offsets agreements, 
uncertainty in interpretations of offsets policy, incomplete contract and pur- 
chasing information and an absence of reporting, recording and filing sys- 
tems (Auditor-General 1984; Inglis Committee 1985; Joint Committee of 
Public Accounts 1987). 

Finally, the offsets programme had an unintended consequence for the 
nature and structure of Australian industry. The programme encouraged 
the association of Australian research organizations and firms with foreign 
multinational companies. The causal theory was that by forming 
partnerships between smaller Australian actors and internationally strong 
foreign multinationals, some elements of Australian industry would over- 
come the high entry barriers existing in technologically complex industries. 
However, these associations also resulted in some fragmentation between 
Australian institutions within industry sectors. 

For example, considerable offsets and taxation incentives encouraged 
foreign multinational firms to develop commercial partnerships with Aus- 
tralian research organizations which has resulted in local research being 
developed overseas (Ryan 1991). A study of large microwave radar projects 
in Australia found that Australian prime contractors were losing major con- 
tracts to foreign companies with technology developed from Australian 
research (Ryan 1992a, ch. 6). Thus, the programme also provided strong 
disincentives for Australian industry to form local linkages and clusters. 

The Management and Investment Companies (MIC) Program emerged 
as Australia’s national government attempted to provide venture capital 
for emerging technology industries in the 1980s. The government utilized 
a 100 per cent tax concession as a means of attracting investment in venture 
capital funds (i.e. MICs) approved by a government Licensing Board. In 
turn, MICs were required to invest in ‘eligible’ businesses which utilized 
innovative technology, were export orientated, were internationally com- 
petitive, had the potential for rapid growth, and had the potential for cre- 
ating significant skilled employment in Australia (Parliament of the Com- 
monwealth of Australia 1983). 

In the early 1980s, this type of government intervention was supported 
by both major federal political parties in Australia, indicating considerable 
party political support for this programme. Indeed, at the 1983 election a 
major component of the platforms of the two main political parties was the 
development of venture capital programmes and institutions which would 
‘help innovators assess their proposals and organise venture capital’ (Fraser 
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1983), and provide risk capital ‘to establish new industries based on scien- 
tific and technological innovation’ (Australian Labor Party 1982). 

Subsequent demands on government to balance budgets resulted in 
diminished political support for public expenditure of this type, especially 
when confronted by opposition from central financial agencies. The MIC 
programme was resisted by Treasury, the Department of Finance and the 
Industries Assistance Commission. Accordingly, features of the programme 
such as the level of tax concession (100 per cent) and non-targeting of gen- 
eric technologies were a compromise between DITAC which adopted an 
interventionist approach to industry assistance, and central financial agenc- 
ies which opposed most types of government intervention (Ryan 1989). 

Despite this compromise, central financial agencies maintained their 
opposition to the programme. A 1986 Commissioner for Taxation ruling 
had the effect of removing the tax concession for investment in MICs from 
institutional investors and share traders (CCH Australia, Income Tax ruling 
2271). Thus, Treasury was successful in eliminating the effect of the tax 
concession. This had a significant impact on institutional investors which 
were particularly important to the development of an Australian venture 
capital industry. 

One of the requirements of a developing venture capital market is the 
presence of long-term, ‘patient’ institutional investors. Indeed, the MIC pro- 
gramme was attracting long-term institutional investors until the impact of 
this tax ruling became clear. For example, in 1987/88, 68 per cent of the 
capital raised through the MIC programme originated from corporate insti- 
tutional investors. By 1989/90, these investors represented only 7 per cent 
of the capital raised through the programme (MIC Licensing Board 1990a). 
Thus, the programme attracted ‘flighty tax-incentive “private client” 
money’ (Pappas et al. 1990) rather than long-term investment capital. 

A central objective of the MIC programme was to assist in the develop- 
ment of a private sector venture capital industry in Australia (MIC Licens- 
ing Board 1990b, p. 3). If the profitability of venture capital firms is used 
as an indicator of whether this objective was met, then the program did 
not succeed. MIC venture capital funds were consistently unprofitable hav- 
ing lost nearly $100 million of the $300 million raised through the pro- 
gramme between 1984 and 1990 (Ryan 1992b). The poor commercial per- 
formance of these funds were attributed to poor management, under- 
capitalization, high risk associated with developing this sector, and the 
short-term perspectives of investors (Ryan 1992a, ch. 5; DITAC 1989). An 
important implementation issue for the programme was that it relied on 
many different private actors to achieve its success such as investors, fund 
managers and technology firm managers. 

In general, the MICs have been commercially unsuccessful. Most 
recorded significant losses, or became insolvent and subsequently liqui- 
dated. However, these performances need to be considered in conjunction 
with some of the statutory obligations imposed on these funds. For 
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example, MICs were restricted to investing in businesses in their early 
stages of commercial development. This prevented the MICs from diver- 
sifying risk across a portfolio of investments, in various stages of develop- 
ment (DITAC 1989). 

Another significant influence on the inability of the MIC scheme to meet 
its objectives was disharmony with other government policy directions. 
High interest rates provided a low risk, high return investment alternative 
to high risk venture capital investment, and reduced the appeal of highly 
geared small businesses. Similarly, the combination of dividend imputation 
and undifferentiating capital gains tax had the effect of encouraging fixed 
income and high-yielding investments over businesses whose return was 
primarily growth rather than dividends (House of Representatives Standing 
Committee on Industry, Science and Technology 1989). 

An objective of the MIC programme was the creation of a permanent 
supply of investment finance for emerging technology industries. Initially, 
the programme appeared to be meeting this objective. However, after the 
1987 stockmarket crash Australia’s venture capital market stagnated and 
contracted. Importantly, there was a consistent decline in the capital under 
the management of non-MIC private venture capital funds. The only new 
capital being raised in the industry occurred with the assistance of the 100 
per cent tax concession. This suggests that the initial programme objective 
to create an unsubsidized private sector venture capital market had been 
frustrated by the 1987 stockmarket crash. 

Another objective of the MIC programme was the development of expert- 
ise in the management of high-risk ventures. However, there is some evi- 
dence that poor management practices were an important factor contribu- 
ting to a high failure rate in the sector. In general, managers lacked general 
business skills such as fiscal control, cash flow discipline, were unable to 
balance R&D with business development, and demonstrated poor market- 
ing experience and human resource skills (Ryan 1992a, ch. 5). 

Thus, these industry programmes were mostly unsuccessful in achieving 
their objectives. Implementation issues are central to explaining these out- 
comes. The following section applies Winter’s implementation model to 
these case studies to demonstrate both the advantages of an integrated 
approach to implementation, and the ways in which implementation analy- 
sis may be adapted to accommodate geographic, institutional, political and 
economic influences affecting regional public sectors. 


AN INTEGRATED APPROACH TO PROGRAMME 
IMPLEMENTATION 


A fundamental difference between Winter’s integrating model and ‘top- 
down’ (and some ‘bottom-up’) analytical frameworks is the evaluation of 
implementation outcomes. Whereas ‘top-down’ analysis compares 
implementation outcomes with stated programme objectives and official 
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policy goals, Winter’s integrated approach to implementation addresses 
‘bottom-up’ concerns such as the interests of implementation actors and the 
social changes which have resulted. Thus, implementation is evaluated in 
terms of both output and outcome/impact (Winter 1990, p. 22). 


Policy formulation 

Winter’s approach to examining the impact of policy formulation on 
implementation attempts to integrate several theoretical positions. Whereas 
Mazmanian and Sabatier viewed policy formulation as a process requiring 
the development of rational causal linkages between programme design 
and outcomes, Winter constructs a set of hypotheses on policy-formulation 
based on competing models of policy-making. 

Winter's first assumption is concerned with the degree of conflict during 
the policy-formulation phase. Whilst AGOP did not appear to suffer from 
conflict but rather disinterest, conflict was certainly a feature of the formu- 
lation of the MIC programme. For example, the Department of Finance and 
Treasury opposed the scheme and sought to minimize its provisions. In 
contrast, DITAC argued for tax concessions much higher than the 100 per 
cent compromise rate. This conflict extended into Cabinet where Ministers 
Jones (Science) and Button (Industry) promoted the programme on the 
grounds of industrial development whilst Ministers Keating (Treasury) and 
Walsh (Finance) drew attention to its cost. In this case, conflict during pro- 
gramme formulation is useful in explaining implementation outcomes. This 
highlights one advantage of Winter's integrated approach. 

Winter's second assumption regarding implementation and policy for- 
mulation is that implementation outcomes will be influenced by choices in 
policy instruments, and addresses the issue of whether programmes were 
based on valid assumptions of cause and effect. In the case of AGOP, it was 
assumed that ministerial decree was sufficient to achieve the compliance of 
agencies and foreign companies. This was not the case. The government 
expected that the prospect of future government contracts provided a suf- 
ficient incentive for companies to comply, yet in many areas foreign multi- 
nationals monopolized markets. 

Government purchasing agencies were also constrained by budgets and 
internal objectives which meant that broader industrial development goals 
were low in priority. For example, suppliers were favoured according to 
their capacity to meet agency, rather than broader industrial development 
objectives. Furthermore, there were unintended outcomes from the pro- 
gramme such as Australian public research organizations providing scien- 
tific inputs into the capabilities of foreign, rather than Australian compa- 
nies. 

The MIC programme was also affected by inadequate attention given to 
cause and effect. The programme assumed that the cause of innovation not 
developing was a lack of venture capital. Many other commercial consider- 
ations were neglected. Australia lacked important commercial infrastruc- 
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ture required in these new high risk industries such as appropriate manage- 
ment, patient investors, international networks and supporting industrial 
structures. The legal mandate of the MIC programme also imposed several 
commercial limitations such as annual capital raising and limits on total 
equity in an investment. The programme attempted to develop financially 
successful venture capital funds yet little consideration was given to the 
commercial influences affecting this outcome. 

This highlights an important implementation issue in liberal market econ- 
omies. Governments depend on the private sector for investment and 
employment (Lindblom 1977). Incentives provided by AGOP (future pur- 
chasing contracts) and the MIC programme (tax concessions) exemplify the 
limited options available to government. The limited capacity of govern- 
ment to directly control investment capital in a small liberal-democracy 
such as Australia meant that these instruments were probably the most 
practical available to government in the 1980s. However, these policy mech- 
anisms confer considerable power to implementing actors, in this case 
foreign contractors, agencies, venture capital funds. This suggests that ‘top- 
down’ control of implementation is most difficult, and even unlikely in 
conditions of ‘limited’ government. 

Finally, Winter’s analysis of policy formulation refers to the commitment 
of programme proponents. Factors affecting this commitment include the 
. length of the decision-making process, the number of participants, and the 
number of competing issues on the agenda. Public servants may be 
required to assist in the formulation of several different programmes with- 
out demonstrating any particular commitment to them. Internal consist- 
encies relating to formulation, goals, design and implementation sometimes 
result from insufficient attention in planning programmes. 

AGOP did not appear to be supported by any clear constituency or pol- 
icy-makers. This assists in explaining why there was little attempt to 
reformulate the programme after consistently failing to achieve its objec- 
tives. Indeed, there was little evidence of the programme being monitored 
by a supportive constituency. It was nearly a decade before the effectiveness 
of the programme was reviewed. The Inglis Committee found that Aus- 
tralian industry believed the programme was good (Inglis Committee 1985, 
p. 51), and yet there was little industry political support in monitoring its 
success. 

The MIC programme supported the development of new industry sectors 
which were unrepresented by an organized political constituency. The pri- 
mary focus of DITAC was the restructuring of mature industries rather 
than the creation of new industries (Ryan 1993). Whilst DITAC supported 
assistance given to new industry sectors, its primary political interests were 
associated with existing industries which were able to exert political influ- 
ence through trade unions, industry associations and employees. Thus, the 
formulation stage was characterized by an absence of organized political 
interests supporting the programme. 
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Thus, aspects of policy formulation considered by Winter provide some 
opportunities for understanding implementation not provided by the Maz- 
manian and Sabatier analytical framework. Whilst Mazmanian and Sabatier 
draw attention to issues such as the validity of causal theory and interest 
group support, they tend to neglect explicit policy formulation issues such 
as conflict and bargaining, processes and political intention (symbolism v. 
resolving an issue). By structuring the first element of the implementation 
framework around these sets of variables, Winter introduces some new 
issues to be considered and provides important linkages between two 
phases of the policy process; formulation and implementation. This pro- 
vides the prospect of addressing criticisms relating to the isolation of 
implementation analysis from other parts of the policy process (Howlett 
1991; Linder and Peters 1987). 


Organizational and interorganizational behaviour 

The second set of variables proposed by Winter is concerned with the 
response of organizations to programmes, and interorganizational relation- 
ships. These are considered to influence implementation in several respects. 
The degree of conflict between agencies during implementation is assumed 
to be the most important institutional/organizational issue. In the case 
studies considered in this article, organizational and interorganizational 
conflict were central influences in determining implementation outcomes. 
This conflict was primarily concerned with organizational interests compet- 
ing with programme objectives. 

In the case of offsets, government agencies were required to provide a 
public good or service within a defined budget. AGOP imposed added costs 
or risk to these obligations. Large foreign multinational companies were 
- proven, established providers of goods and services, most often supplying 
the required warranty, after-sales and maintenance services required by 
agencies. It can be assumed that these firms are competitive in their pricing, 
and able to provide state-of-the-art technology, products and service. Thus, 
rejecting supply proposals from foreign companies on the grounds of their 
failure to discharge industry development obligations often conflicted with 
their agency objectives to provide a public service. This had the potential 
to increase the cost of purchasing a product by eliminating competition, or 
forcing companies to incorporate costs associated with AGOP into their 
proposals (Bureau of Industry Economics 1987). 

AGOP also conflicted with the commercial interests of foreign companies 
which have been historically important to Australia, as a source of invest- 
ment capital in all industry sectors (Wheelwright 1980). Essentially, the pro- 
gramme required that foreign companies assist Australian companies 
develop the skills, expertise and infrastructure to compete in international 
markets. This may simply result in increasing international competition. For 
foreign companies with no particular strategic interest in achieving local 
production capacity, these industry development obligations sometimes 
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represent a duplication of infrastructure or capabilities that are already pre- 
sent in other parts of the organization’s operations in other geographical 
locations. Thus, AGOP represented a conflict in the commercial interests of 
foreign companies. 

Organizational conflict was also an issue with respect to the MIC pro- 
gramme. It has previously been discussed with respect to policy formu- 
lation that Treasury and DITAC pursed conflicting organizational objec- 
tives in designing the programme. This was also the case in relation to its 
implementation. Whilst DITAC sought to maximize capital attracted to the 
programme, Treasury sought to minimize the cost of the programme to the 
government. In addition, some of the features of the MIC legislation con- 
flicted with the organizational needs of the firms being assisted by the pro- 
gramme. This was particularly the case in relation to the long-term financ- 
ing requirements of new start-up companies. By requiring the venture 
capital fund to seek new funding approvals each financial year, the legis- 
lation perpetuated uncertainty with respect to future capital raising and 
investment. 

Winter’s organizational and interorganizational variables again provide 
a different perspective to Mazmanian and Sabatier’s analysis of hierarchical 
integrated structures and commitment of implementing agencies. This 
model attempts to integrate ‘top-down’ control (hierarchical integration) 
with ‘bottom-up’ concerns such as organizational interests, conflict and 
coalitions. Australia’s pluralistic political system demands incorporation of 
some ‘bottom-up’ concerns for pragmatic reasons. Whilst a ‘top-down’ 
approach may assert the legitimate authority of elected governments, the 
reality is that liberal democracies limit the power of government to achieve 
structures of this nature. Here, Winter is able to accommodate these features 
of ‘limited’ government by replacing hierarchical integration with co-oper- 
ative and co-ordinating arrangements. 


Street-level bureaucrats 
Winter’s model engages two more sets of variables which are explicitly 
concerned with the role of ‘bottom-up’ actors. The first of these variable 
sets concerns the behaviour of street-level bureaucrats. The issue of street- 
level bureaucracy is primarily associated with Weatherly and Lipsky’s 
work (Weatherly and Lipsky 1977) concerning the improvisations made by 
public officials delivering programmes as a means of managing insufficient 
resources, or adverse conditions. This analysis goes beyond Mazmanian 
and Sabatier’s ‘sufficient resources’ condition to include a wider range of 
obstacles concerned with the programme delivery. 

Some actions of street-level bureaucrats are understood to be a subcon- 
scious coping mechanism. These are manifested in behaviour such as: 

e processing routine cases to the neglect of more complex or involved 

situations; 
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¢ attending to the demands of assertive clients to the neglect of appre- 
hensive clients; 

e favouring cases which are bureaucratically or administratively 
comfortable (‘creaming’); and 

ə domination of clients, categorization of clients and neglecting pro- 
gramme objectives (Winter 1990, p. 31). 


In the case of AGOP, two sets of street-level bureaucrats were important. 
First, the programme’s success required that the public officials responsible 
for awarding government contracts insisted on the discharge of offset obli- 
gation. Although this did not transpire, it is difficult to separate the behav- 
iour of street-level bureaucrats from organizational interests. However, it 
is reasonable to expect that applying offsets obligations to government con- 
tracts would add another variable to the selection process, making the 
awarding of contracts more difficult to assess. Thus, AGOP responsibilities 
were often ignored during selection processes (Barker et al. 1990). 

The second group of street-level bureaucrats concerned with the dis- 
charge of offsets obligations were public officials monitoring the pro- 
gramme and its progress. There is little doubt that poor resource allocations 
made their task almost impossible. A small number of public servants were 
charged with the responsibility of monitoring government contracts in three 
tiers of Australian government as well as supervising the discharge of off- 
sets activities by foreign companies. 

In the case of the MIC programme, government agents (not always public 
officials) were responsible for evaluating the suitability of venture capital 
investments, granting MIC licences, and distributing tax concessions to 
venture capital funds. The discretionary powers of these agents were a cen- 
tral feature of this programme although it is unlikely that these judgements 
were influenced by adverse working conditions. The MIC Licensing Board 
was required to make judgements on the commercial activities of venture 
capital funds. This discretion was limited by provisions of the MIC legis- 
lation but still required the board to determine the relative merit of the 
activities of one venture capital fund over another, or one licence applicant 
over another. This discretion reflected the commercial biases and experi- 
ences of the members of the board suggesting that the influence of street- 
level bureaucrats extended well beyond that induced by working con- 
ditions, the environment and resources. 

In each of these programmes, the street-level behaviour of bureaucrats 
was an important influence in determining outcomes. With respect to 
AGOP, improvisation and coping behaviour was a response to poor admin- 
istrative support, and the absence of any legal mandate allowed purchasing 
officials discretion concerning compliance with the programme. These 
issues are also addressed in statutory coherence approaches to implemen- 
tation, in the form of attention given to sufficient resources and legal man- 
dates. 


© Blackwell Publishers Ltd 1996 


A STUDY OF AUSTRALIAN INDUSTRY POLICY 749 


However, another dimension of street-level behaviour neglected in ‘top- 
down’ analytical frameworks, and many ‘bottom-up’ analyses (including 
Winter's integrated approach) is the ideological and normative influences 
affecting the decisions of these actors. Other implementation literature has 
considered these issues (for example, Hyman et al. 1991). Values and norms 
are important since the distribution of resources is based on the judgements 
of government agents participating on official committees. Since these 
judgements are essentially based on conventional wisdom, successful 
implementation may require strategies challenging these accepted norms. 


Target-group behaviour and socio-economic conditions 

The final set of variables considered by Winter is target group behaviour 
and the impact of socio-economic conditions on outcomes. These aspects 
of implementation analysis are incorporated into Mazmanian and Sabatier’s 
framework explicitly in the case of socio-economic conditions, and 
implicitly through their treatment of sound causal theory linking pro- 
gramme objectives to changing target group behaviour. Target group 
behaviour is the final measure of whether a programme has been successful 
although ‘top-down’ and ‘bottom-up’ authors differ in their interpretation 
of whether these changes should be judged according to programme objec- 
tives, or by the expectations of target groups. Socio-economic influences 
are treated in conjunction with changes to target group behaviour because 
they are considered to condition the response of groups to programme 
initiatives. 

AGOP and the MIC programme attempted to change the investment 
behaviour of private sector firms using different policy instruments: 
government purchasing, tax incentives and grants. In general, these initiat- 
ives did not produce the desired outcomes, although some behaviour modi- 
fication was evident. In the case of AGOP, many foreign companies did 
discharge their offset obligations, and some maintained their association 
with Australian industry. A small number of MIC venture capital funds 
were commercially successful. 

‘Top-down’ analysis of this problem suggests that the causal presump- 
tions were fallacious. ‘Bottom-up’ theorists may argue that limited behav- 
iour modification could be treated as success, that investors should have 
greater control in programme redesign, and that policy objectives may need 
to be redefined. A satisfactory implementation strategy is more likely to 
include elements of both of these approaches. A ‘top-down’ only approach 
does not demonstrate sufficient appreciation of the limits of government 
intervention in these areas whilst a ‘bottom-up’ only approach may simply 
result in unwarranted subsidies to private sector investors. 

In the case of AGOP, the government attempted to change the commer- 
cial practices of foreign multinational companies, to include some invest- 
ment in Australian industry. The nature of Australia’s political economy 
limits its capacity to compel foreign firms to change their behaviour. A 
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more structured binding agreement with these suppliers with added incen- 
tives to discharge offsets through the most desired types of offset activity 
are ‘top-down’ solutions which may have achieved greater implementation 
success. However, agreements with foreign firms imply a negotiation and 
bargaining process in which these companies participate. Negotiation of 
this nature introduces an element of target group participation into the 
implementation equation. 

The MIC programme provided an incentive for investors to invest in 
venture capital firms which, in turn, invested in innovative, growing firms. 
The programme attempted to demonstrate to conservative and entrenched 
capital markets that venture capital investment could be profitable and 
should be included as an element of their investment strategies. Other com- 
mercial ingredients of success (apart from capital) were not readily avail- 
able in Australia and the programme did not succeed although Australia 
began to move through the venture capital ‘learning curve’. 

A ‘top-down’ approach might also include legislation which requires 
major sources of capital such as banks, superannuation funds or insurance 
companies to invest in Australian industry. Although this option has 
attracted the support of Australian trade unions, it is unlikely that business 
would tolerate intervention of this magnitude, suggesting that the nature 
of Australia’s liberal democracy precludes this prospect. Alternatively, 
‘bottom-up’ solutions are likely to include greater public underwriting of 
the risk involved in this type of investment, or redefining objectives such 
that success is defined as investment in areas only marginally different from 
existing investment behaviour. Strategies which combine elements of both 
of these approaches might include diverting a small amount of the capital 
currently invested in government securities (required by legislation) to ven- 
ture capital funds which are secured by the government, and selected on 
the basis of performance. 

Combining analysis of target-group behaviour and socio-economic con- 
ditions is important in examining public policy in a nation such as Australia 
since these highlight the limits of government action. The combination of 
a liberal (market) democratic, pluralist political system with a small, 
resource-based, vulnerable economy implies that the co-operation of inter- 
est groups is crucial to successful implementation. Thus, government action 
can only ever have a limited impact. However, this should not imply that 
government action is valueless. For example, government intervention in 
the 1980s was successful in changing the nature of the industrial base for 
the 1990s, and redressing an historical trade dependence on the minerals 
and primary products (Australian Bureau of Statistics Catalogue No 
5424.0). 


Winter's implementation model 


Mazmanian and Sabatier’s model provided a framework for examining 
most of the issues affecting the implementation of AGOP and the MIC pro- 
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gramme. However, this framework omits some important issues which are 
addressed by Winter’s model. First, the dynamics of policy formulation 
provides an insight into implementation. Formulation processes indicate 
whether implementation relations are likely to be harmonious, support for 
a policy mandate will endure and whether implementation structures and 
policy instruments are likely to be successful. This set of implementation 
variables assists in achieving greater unity in implementation literature, 
addressing the objection of many authors to the partition of formulation 
and implementation. For practitioners, it reinforces the importance of policy 
formulation to all subsequent stages of the policy process. 

Winter’s treatment of organizational and interorganizational interests is — 
similar to that of Mazmanian and Sabatier but other variable sets associated 
with the implementation process introduce an element of ‘bottom-up’ par- 
ticipation not associated with statutory coherence (‘top-down’) models of 
implementation. Whilst these ‘bottom-up’ considerations reduce legitimate 
government control of the policy process, they accurately assess the situ- 
ation in liberal democracies. Institutional forces such as constitutions, fed- 
eral divisions of power and powerful interests limit the capacity of govern- 
ments to implement policy, necessitating some incorporation or co-opting 
of other interests into the policy process. However, there has been some 
debate concerning whether recent trends in Australian industry policy rep- 
resents a reaffirmation of state autonomy (Capling and Galligan 1992) or a 
dimunition of state capacity (Bell 1993). 

In the cases examined here, government depends on the response of busi- 
ness. The mandate of government in Australia to intervene in these areas 
is more restricted than in the social democracies of Western Europe, or the 
emerging nations of Asia. This suggests that implementation models may 
vary according to notions of ‘strong’ and ‘weak’ states, an approach con- 
sidered by some implementation authors (for example, Brodkin 1990; 
Cothran 1987). In the Australian context, pluralist politics tend to dominate 
and government action inevitably involves negotiation, bargaining and 
incorporation of interests such as government agencies, business and other 
interest groups. 

The dangers of interest group-driven policy are also clearly evident in 
Australia. Excessively high levels of industry protection and subsidies were 
a consequence of policy being captured by Australian business interests 
(Glezer 1982). The result has been that many Australian industries were 
internationally uncompetitive as national economies were replaced by inter- 
national economies (Garnaut 1990). Here, Winter’s approach provides a sat- 
isfactory framework for liberal-market states such as Australia, since this 
model balances ‘top-down’ control with ‘bottom-up’ interests. 

This analysis also implies that there are some weaknesses in Winter's 
model. Implementation also needs to take account of the policy context. 
Whilst influences relating to socio-economic conditions partially considers 
these contextual issues, they do not consider factors such as the ideological 
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context of policy development. This moves towards incorporating some of 
the interpretative issues addressed by Yanow (1993), but more explicitly 
examined by authors such as Love and Sederberg (1987). For example, 
attempts by government to implement interventionist industry pro- 
grammes in a liberal market, non-interventionist political system will need 
to address both the issues proposed by Winter (or Mazmanian and 
Sabatier), and broader cultural (economic and political) considerations. 
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RULES AND GOVERNMENT 


Robert Baldwin 
Clarendon Press, 1995. 331 pp. £35.00 


This is an important book by a writer with an established reputation amongst both public 
lawyers and political scientists as an expert on rule-making and regulation. Here Baldwin is 
concerned with rules as a tool of government and specifically rules emanating from govern- 
ment: rules produced by the departments of state and other government agencies, rather than 
Parliament’s primary legislation, and the problems of legitimacy which are associated with 
them. The purpose of the book is ‘to examine the potential and limitations of rules in order 
to contribute towards their more informed use within government (p 5). 

This examination is conducted in four parts. Part 1 consists of four chapters. Chapter 1 is 
a short introduction (four pages). Chapter 2 reviews the variety of rules encountered in govern- 
ment, their uses and the reasons for their use. This chapter concludes that judging when to 
use rules, and if so, which types of rules raises complex questions of design and strategy: 
‘Is}uch decisions ... demand that the benchmarks for evaluating “good” governmental pro- 
cesses be disclosed’. Chapter 3 opens with a telling critique of K.C. Davis’s well-known argu- 
ment for confining, structuring and checking discretion. The essential thrust is that Davis 
adopts an overly legalistic view of decision-making which both underplays the complexity of 
decisions (in practice decisions must take account of ‘practical and political realities that 
demand flexibility rather than a rule-bound consistency’, p. 32) and assumes an overly simpli- 
fied ‘transmission-belt’ (p. 28) view of administrative procedures. Above all, says Baldwin, 
Davis ‘offers no convincing means of justifying any particular method of carrying out govern- 
ment business in any particular context’ (p. 33), From his critique Baldwin moves on to argue 
that the ‘real test of a governmental process should be whether it furthers recognized and 
acceptable values’ (p. 33). What then are these values? And from where do they emerge? 
Attempting to answer these questions, Baldwin draws in particular on the work of Richard 
Stewart and Denis Galligan concluding that while no single principle for selecting certain 
values can be discerned values do play a role in justifying and legitimating particular govern- 
ment procedures. Baldwin claims that the ‘legitimacy of an administrative process can be seen 
in terms of the persuasive power of the arguments in its favour (p. 39). There is, he argues, 
a language of justification that invokes certain values (and which is recognized as possessing 
legitimacy). ‘If I were to argue that the Director General of OFTEL should be supported 
because he wears elegant suits, this argument would be recognized by my listener as not 
bearing on the issue of legitimacy’ (p. 47). Five rationales or values which have legitimacy are 
identified: the legislative mandate claim, the accountability or control claim; the due process 
claim; the expertise claim; and the efficiency claim. Baldwin uses these five claims as bench- 
marks for determining the legitimacy of government’s use of rules. This then is the basic 
foundation of the book’s analysis. Recognizing that his benchmarks are contentious he asks 
(p. 47): why these five rationales? His answer is that ‘these are the rationales that are employed 
and have currency — at least in Britain and North America.’ In view of the underlying impor- 
tance of this claim to the book, I found it surprising that more space was not devoted to 
establishing this assertion, if only (but not exclusrvely) because the author’s apparent hesitation 
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about their currency beyond Britain and North America may have been pertinent to the book’s 
later discussion of the legitimacy of rule-making in the European Community. 

Chapter 4, the longest in the book (62 pages), seeks to explain the use and assess the legit- 
imacy of secondary legislation and ‘tertiary rules’ (governmental rules which are not made 
by virtue of power conferred directly by an Act of Parliament) using the legitimacy bench- 
marks identified in the previous chapter. The predictable conclusion is that the main fustifi- 
cations for secondary and tertiary rules lie in their claims for efficiency and facilitation of 
expertise. These forms of rule-making, however, often lack clear parliamentary authorization, 
and their legitimacy is weakened by low levels of accountability and their failure to advance 
the participatory interests of affected parties (p. 119). This, says Baldwin, does not mean that 
such rules have no place in government. Rather it means that their claims for legitimacy should 
be improved by, for example, improving consultation and publicity requirements (pp. 120- 
21). Evidently a pragmatist, Baldwin warns that expectations concerning justificatory claims 
of secondary and tertiary rules ‘should not be pitched at levels that are unrealistically high’ 
and that attempts to improve accountability may undermine the efficiency of rules and pro- 
duce ‘highly legalistic’ procedures which could in turn further weaken accountability. 

Having concluded that the main justification for rules lies in their effectiveness, Baldwin, 
in Part 11 (chapter 6), draws on his empirical work on health and safety regulation to assess 
the effectiveness of rules in this context. He points to the need for designers of rules to analyse 
the problems of compliance if rules are to be effective. In the context of health and safety this 
entails, for example, analysis of hazards and hazard creators. Suppose large numbers of work- 
ers were found to be dying of asbestos-related cancers, if rules are to be used to deal with 
the problem their effectiveness would, Baldwin argues (at p. 157) depend on whether those 
designing the rules have properly analysed the hazards - what production processes create 
the greatest risks, etc. and what types of employers are involved: are they well intentioned 
(but perhaps ill informed) or will they do their utmost to avoid legal responsibilities? Such 
an analysis will tell rule designers whether, for instance, they can rely on threats of legal 
prosecution to ensure compliance or simply the provision of relevant information. 

Chapter 7 asks whether there is a case for using cost-benefit analysis as a way of assessing 
the broad justification for introducing rules. After careful consideration of developments in 
the USA and Britain, Baldwin’s view is that there is a role for such appraisals ‘but this must 
be a highly constrained one because of the need to satisfy non-efficiency values’ such as those 
associated with accountability and fairness (p. 215). 

By Part 111 the reader has enjoyed the best of the book. Part 111 consists of a single chapter 
on rule making within European Community institutions and Part 1V a very short (nine pages) 
and somewhat unsatisfying chapter entitled ‘Processes and Government Strategies’. 

I have attempted to indicate some of the flavour of the work, but my summary does no 
justice to a book which deserves to be widely read. However, as indicated earlier, in view of 
the high quality of Baldwin’s contribution to the field in the past, I was a little disappointed 
with aspects of the book. In places I felt that more needed to be said (for example the dis- 
cussion of legitimacy claims) and that the author’s concern to avoid an overly legalistic 
approach was also a little unconvincing (in the light, for example, of his discussion of the case 
law in chapter 4). Moreover, and here is a warning for non-lawyer readers, some of that 
discussion is now very dated (for example standing on p. 73). Keeping up to date with case 
law is, of course, bound to be a problem for an author of a book which has evidently had a 
long gestation period and one which might (if the pace of judicial development in public law 
allows) be remedied in a second edition. 


Maurice Sunkin 
Untversity of Essex 
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THE END OF WHITEHALL: DEATH OF A PARADIGM? 


Colin Campbell and Graham K. Wilson 
Blackwell Publishers, 1995, 342 pp. £14.99 


THE CIVIL SERVICE SINCE 1945 


Kevin Theakston 
Blackwell Publishers, 1995. 202 pp. £59.95 


THE CIVIL SERVICE 


Keith Dowding 
Routledge, 1995. 202 pp. £12.99 


In a House of Commons debate in May 1996 a government minister commended 

to reshape the UK civil service so that it would ‘continue to be recognized as the world’s best 
in the next millennium’. He further elaborated a variety of strategies to achieve this including 
a “new senior civil service’ that would provide leadership, foster a sense of unity and sustain 
key civil service values at a time when many responsibilities were bemg devolved from the 
centre of government. In response the Opposition claimed that the civil service was suffering 
from ‘initiative fatigue’ since it had been so ‘privatised, market tested and contracted out’ that 
job insecurity, disillusionment and low morale were widespread. Further, the traditional 
values that the government championed namely integrity, political impartality and account- 
ability to Parliament were not so much enhanced by the changes proposed as under serious 
threat. 

Such extremes of rhetoric hide a more complex truth regarding the ways bureaucracies m 
the UK (and elsewhere) have altered in response to changing political and economic climates. 
These three books address these problems taking as their focus the UK civil service and the 
changes experienced generally over the last thirty years and more specifically over the last 
decade and a half. A major issue for all these authors is whether the traditional model of a 
professional civil service has or can survive in an era of increasing centralization and politiciz- 
ation of institutions. This in turn leads to questions concerning bureaucratic accountability, 
ethics and neutrality. A further issue concerns the fragmentation of administrative structures 
under the impact of a succession of centrally driven initiatives and the possible replacement 
of a civil service ‘ethos’ with individualistic and reward dnven models derived from private 
sector practice. 

In an effort to elaborate and interpret these events the authors have adopted different stra- 
teges ranging from a close involvement with the world as perceived by the actors themselves 
to a more aloof detachment. Campbell and Wilson belong to the former camp. Drawing on 
over 200 interviews conducted over a seventeen-year period, their text 1s richly illustrated 
with accounts of civil servants and politicians. Consequently, like Heclo and Wildavsky two 
decades earlier, their discussion offers an illuminating and provocative vision of life in White- 
hall In contrast, the other two authors stand as more distant observers from events varying 
from totally detached (Theakston) to mostly detached (Dowding). As a consequence, their 
accounts are often less convincing and certainly less sensitive to the nuances and complexities 
of political and bureaucratic behaviour either at the organizational or individual level. 

In many ways the Campbell and Wilson volume 1s the most entertaming and stimulating 
of the three reviewed. In it, these two seasoned US Whitehall watchers use their differing 
research experiences to describe and interpret the ways that UK politics and the civil service 
have changed in recent years. Their major focus 1s whether ‘the Whitehall model’ (1.e. a civil 
service based on neutrality, professional integrity, a monopoly of advice and clear lines of 
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accountability) can survive in an era that has seen the rise of career politicians, an increase 
m ideological politics and consequential changes in ministerial behaviour and executive 
government. They also seek to place these developments in a comparative perspective that 
involves an assessment of contemporary changes in administration and government m the 
USA, Canada, Australia and New Zealand. The two authors take the lead for different sections 
of the book. Wilson sets out the Whitehall/Westminster model and discusses the increasing 
strains between bureaucrats and politicians (chs. 1~2) He also examines the changing nature 
of accountability im UK government and explores how administrative organization and prac- 
tices have and might have to adjust to a ‘post-Whitehall’ world where the civil service has 
lost its monopoly over policy advice and where new administrative values have undermined 
the traditional professional ethos of the civil service (chs. 7, 8). These chapters are comp- 
lemented by some valuable contributions by Campbell that examine the issue of executive 
leadership both comparatively and in terms of its recent development m the UK under 
Thatcher and Major (chs. 3, 4). This insightful account proceeds through a comparative assess- 
ment of changing mechanisms of co-ordination and control in the US, Canada, Australia and 
New Zealand (ch. 5) to a detailed look at similar events in the UK (ch. 6). Here an initial focus 
on changes in the core-executive, the Treasury and public expenditure policy leads on to an 
outlining of the tensions in the implementation of civil service reforms. Campbell’s message 
is clear. In the UK (unlike New Zealand) reform efforts appear to show no logically coherent 
link between theory and practice. This, in turn, has led to inherent contradictions within and 
between initiatives such as Next Steps and market testing The authors’ conclusion is that the 
Whitehall model has ‘ceased to exist, even in Whitehall’ (p. 301). What can or should replace 
it is another matter. 

In contrast to Campbell and Wilson, Theakston’s book is more distant and less ambitious. 
The author’s brief is to provide essential reading for students as well as a comprehensive and 
coherent overview for general readers. In general he succeeds in these objectives. The book 
is clearly written, generally well organized and based on a comprehensive analysis of the 
secondary literature on the civil service. The core of the text is three historical chapters that 
chart developments in the civil service from the 1940s to the present day. Theakston’s account 
of recent events is competent and thorough in particular as regards the development of execu- 
tive agencies and market testing (ch. 5). Elsewhere he examines minister-civil service relation- 
ships (ch. 1), discusses, accountability and control (ch. 6), and, in a brief conclusion, probes 
the debate over the possible role of the civil service m the UK’s economic decline. 

Yet for all its clarity Theakston’s book lacks a conceptual cutting edge and demonstrates 
little willingness to engage with theory. Such criticisms cannot be ranged against Keith Dowd- 
ing who takes to heart his series editors’ instructions to ‘bridge the gap between political 
institutions and political theory’. Dowding’s major mission is to examine the utility of public 
choice and associated theories generally, to explain bureaucratic behaviour and to illuminate 
recent changes in the UK civil service. He also engages with theories of the state and delves 
in some detail into the Weberian model of bureaucracy as a baseline against which to define 
and test slippery concepts such as efficiency. At the core of the book are three chapters that 
discuss the use and abuse of the concept of efficiency (ch. 3) and deal with budget maximizing 
models of bureaucracy (Niskanen and beyond) and the development and extension of Dunlea- 
vy’s ideas on bureau shaping and bureau budgets (chs. 4, 5). Elsewhere less theoretically 
demanding offerings include an examination of decision making in and between departments 
(ch. 6), a descriptive account of the UK civil service’s involvement with the European Union 
(ch. 7) and a final chapter on accountability that, amongst other things, claims to have ‘empiri- 
cally demolished’ popular accounts of individual munisterial responsibility (ch. 8). 

In many ways, Dowding offers an intelligent and often informed analysis of the strengths 
and weaknesses of public choice models of bureaucratic behaviour. However, the book is also 
seriously flawed, not least since the author is never clear whether his major objective should 
be to explain and illustrate public choice theory or to give a detailed account of recent develop- 
ments in the UK civil service. The result is a text where chapter sections often do not link 
together in any coherent fashion and where the empirical coverage of civil service issues lacks 
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the depth provided in the other books reviewed. This is unfortunate since, if the author had 
adhered more closely to what clearly interests him most (theoretical models of politics) and 
used the empirical material chiefly for illustrative purposes linked tightly to his theoretical 
discussions, he could have produced an instructive and much needed volume. 

Assessing a decade of change in different political contexts Campbell and Wilson ask if 
‘governance can survive on reinvention alone’? This important question highlights the interac- 
tion between the political and the administrative spheres and the danger of considering admin- 
istrative change in isolation. Again as Campbell and Wilson intimate one can view the last 
decade as one where the political world has broken away from the shackles of bureaucracy 
establishing a right to govern. Further driven by economic and ideological agendas politicians 
have also set out to promulgate a gospel of the efficient and well-managed state. This being 
the case, what is the role for the civil service or does it matter if there is a civil service in any 
organized and professional sense? On the organizational level it appears clear that, in the UK, 
the question of structural fragmentation has not been addressed nor have changes in the civil 
service’s wider political role been much considered. Again Campbell and Wilson seize on this 
point when they ask ‘where if anywhere is serious policy thinking done in Britain?’ (p. 69). 
They further argue that the role of the civil service has been of crucial importance because 
‘the rest of the British political system’ (including Parliament) ‘has failed so signally to promote 
serious thinking about public policy’ (p. 312). Their conclusion 1s that the erosion of the White- 
hall model has not been accompanied by the serious development of any alternative. Hence 
the triumph of the rulers has left unsolved some of the basic problems of governance (as all 
too frequent policy failures illustrate). If, in their different ways, these books help to underline 
these dilemmas they will have served an important purpose. 


Bill Jenkins 
University of Kent 


THE BRITISH CABINET SYSTEM 


Martin Burch and Jan Holliday 
Prentice Hall/Harvester Wheatsheaf, 1995. 305 pp. £13.95 


According to reliable press reports, Britain’s short-lived policy of non-cooperation with the 
rest of the European Union over its ban on British beef exports was agreed upon in only six 
hours between 7 a.m. on 21 May 1996 and 1 p.m. that afternoon. Those involved in the decision 
comprised the Prime Minister, the Agriculture Minister, the Foreign Secretary, the Chancellor 
of the Exchequer, the Conservative Party Chairman and the government Chief Whip (more 
or less in that order). No cabmet committee ever discussed the matter. The Cabinet never met. 

According to Martin Burch and Ian Holliday, that is the way British government at the top 
works at the moment ~ and has worked for at least the past twenty years, the period covered 
by their study. The two principal themes of The British Cabinet System are, on the one hand, 
the increased centralization of the system and, on the other, its increased informality. Whitehall 
used to be described as a machine. Now its style of internal management more resembles that 
of a Renaissance city state. Amidst popular tumult and factional strife, the principal burghers 
quietly set about trying to fix things on their own. 

The degree of increased centralization is well documented by Burch and Holliday. ‘The 
centre’, as the denizens of Whitehall call it, has acquired more and more functions since the 
mid-1970s. It is now responsible for government efficiency, managing the civil service, stan- 
dards in the public service, co-ordinating EU policy and also co-ordinating the presentation 
of government policy overall. Largely in the form of the Prime Minister’s staff at Number 10, 
the centre has also been increasingly active in taking its own policy initiatives. ‘In general,’ 
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the authors note (p. 279), ‘the centre has been extended in such a way that more communi- 
cation lines and information flows rum into and out of it.’ 

Centralization of functions has been accompanied by the creation of new central institutions: 
notably the Prime Minister’s policy unit and her or his efficiency unit and the Office of Public 
Service. The growth in the size of the Cabinet Office, including the OPS, has reached nearly 
300 per cent over the past two decades. As Burch and Holliday say (p. 283), The contemporary 
cabinet system is an executive office in all but name.’ The people at ‘the centre of the centre’, 
Whitehall’s principal civic dignitaries, accrue more and more influence and power to them- 
selves, while leaving routine administration and policy development to the old-fashioned line 
departments and their new agencies. 

Not surprisingly, increased centralization has meant in practice decreased routinization and 
formality. Who needs cumbersome committees and thelr staffs when, as in the beef crisis, the 
very few players who matter can be contacted within hours in their offices or over their 
mobiles? In the course of a series of fourteen case studies of the cabinet system in action, 
Burch and Holliday show how often the Cabinet and Cabinet committees were effectively 
marginalized by ministers (not always the Prime Minister) who either wanted actively to by- 
pass the formal structures or else, more commonly, have not seen what useful purpose the 
formal structures would serve. Sir Geoffrey Howe, Nigel Lawson, Douglas Hurd and John 
Major foisted British entry into the ERM on Margaret Thatcher; the Cabinet was not invited 
to comment. Thatcher herself saw to it that the Cabinet and its committees played almost no 
part in the gestation of the poll tax, the 1980s NHS reforms or the Next Steps reforms. Again, 
the few who are at the very centre are the few who really matter. 

More systematically, the authors show that in the mid-1990s only a few individuals partici- 
pate in most or any large number of the cabinet system’s policy networks, such as domestic 
policy, overseas policy, national security policy, EU policy and future legislation. These few 
comprise the Prime Minister, the deputy prime minister (at least under Michael Heseltine), 
the Cabinet Secretary, the Foreign Secretary, the Chief Whip, the Leader of the House of Com- 
mons and, for most important purposes, the Chancellor of the Exchequer. Other ministers, by 
comparison, have only walk-on parts. ‘Really central positions’, the authors insist (p. 105), ‘are 
thus held by a handful of leading ministers, the Cabinet Secretary and privileged members 
of the Prime Minister’s private office [sometimes including the policy unit] ’ 

The authors’ masterpiece is a table (table 3.1, pp. 59-60) in which they list all the matters in 
the British system ‘requiring consultation with central actors.’ The list is a long one, comprising 
everything from ‘ministerial announcements which either affect the conduct of government 
as a whole or have a constitutional character’ to ‘payment of expenses for minister’s spouse 
on official visits abroad’. Before anyone so much as sneezes in Whitehall, the prime minister's 
permission should be sought (or, if not his, then either the Cabinet Secretary’s or the Chief 
Whip’s). 

Most of the large body of information contained in The British Cabinet System will be familiar 
to most of the principal burghers of Whitehall, but every outsider has cause to be grateful to 
the authors for their thoroughness and assiduity. They have read everything, talked to almost 
everyone and made good, workmanlike sense of what they have learned. This is now the book 
on British government at the top. Its influence on political scientists’ thinking about Whitehall 
will be pervasive. 

The book's only flaws - apart from a certain reluctance to identify possible defects in the 
existing system — are aesthetic. Burch and Holliday say what they are going to say, say it, say 
it again and then say they have said it. And, inevitably, everything they have to say is not 
blindingly original; the authors are strangely unembarrassed when they feel the need, as they 
frequently do, to state the obvious. This is a very good and important book; everyone inter- 
ested in British government should read it. But its style does not exactly cause the heart to 
race or quicken the pulse. 


Anthony King 
University of Essex 
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Governing the UK in the 1990s 


Robert Pyper and Linton Robins 
Macmillan, 1995. 293 pp. £11.99 


The editors of this volume of essays note how the ‘original idea for a book surveying the 
governing institutions of the United Kingdom in the 1990s stemmed from our work on Talking 
Politics, the journal of the Politics Association’, and this gives us a keen appreciation as to the 
level at which they are pitching their text in a crowded market of books on British politics. 

Notwithstanding the ambivalence of contemporary conservatism about the ‘power’ of the 
state, state and government are of continuing importance in Britam and so Pyper and Robins 
need make no apologies for an approach which is ‘largely institutional’. They are right to 
argue that ‘at the very heart of the United Kingdom’s system of government lie the personnel, 
institutions and agencies of the central executive’ and the three chapters that make up part I 
explore the premiership and the cabinet system; the relationship between ministers and civil 
servants; and ‘the emergence of a new type of civil service’ through the ‘Next Steps’ pro- 
gramme. Part I focuses on Parliament and the political parties. Philip Norton (who else?) 
traces the significant behavioural, structural and procedural changes which have marked the 
recent history of the Commons and the Lords; Michael Rush examines Parliament's role as a 
scrutineer of the executive; and Stephen Ingle sets out the ‘shortcomings’ of the UK party 
system in terms of ıt failing to offer choice on many key policy issues at the same time as it 
does not control the executive and fails to deliver representative governments. Notwithstand- 
ing the extent to which the United Kingdom remains a centralized unitary state, the editors 
recognize that ‘no interpretation of the UK system of government can be complete without 
paying significant attention to the roles of institutions and actors beyond the enclosed confines 
of Whitehall and Westminster’. This is the focus of Part I where, predictably, there are chap- 
ters on the European Union, Scotland, Wales and Northern Ireland; and elected local govern- 
ment. There is also a rather unsystematic chapter on ‘the other governments of Britain’ that 
focuses on the National Health Service, quangos, and outposts of the centre. Kenneth Newton's 
chapter seeks to explore whether the mass media represent the fourth estate ~ the protectors 
and watchdogs of the constitution and of democratic politics - or are rather a sort of fifth 
column which threatens to subvert the democratic process from within. He concludes that 
‘there are reasons for believing that ıt may form a sort of fifth column’. A brief concluding 
chapter by the two editors explores the various ‘agendas for reform’, with a particular focus 
on Major's initiatives as well as on the root-and-branch constitutional reformers and those 
who have a more narrow focus on specific institutions or parts of the system. 

As I said at the outset, this book of essays is entering a crowded market, but students 
prepared to discuss and critique the chapters and follow-up on the references will secure a 
reasonable appreciation of the dilemmas of government in the 1990s where there is the tangled 
combination of the need to effect change whilst mamtaining elements of stability. 


John Dearlove 
University of Sussex 


POLICY AND MANAGEMENT IN THE BRITISH CIVIL SERVICE 


Geoffrey Fry 
Prentice Hall, 1995, 174 pp. £14.95 


This book traces the recent and continuing progress of civil service reform in Britain, parti- 
cularly since 1979 ~ and even more particularly since 1988, it being arguable that ‘the relentless 


© Blackwell Publishers Lid 1996 


REVIEWS 761 


pace’ (Fry’s description) of the implementation of the Next Steps programme has marked the 
onset of a truly ‘revolutionary’ phase in the reform process. Testing the authenticity of the 
revolutionary credentials of the recent reform agenda is one of the goals of the book. The 
author takes the story up to the publication of the 1994 Continuity and Change White Paper. 

This, the author says, ‘is not a textbook, but an interpretive essay of assessment.’ The tech- 
nique adopted is a quasi-forensic one of gradually building up a compelling case through the 
accumulation and presentation of evidence from key (though absent) witnesses, mostly in the 
form of telling quotations culled from official papers and other public documents, and from 
non-official sources. This is not a large book, but ıt manages to encompass an enormous 
amount of evidential materal — which is a source both of its strength (rigour and 
thoroughness) and of one of its weaknesses (indigestibility). Fry has had privileged access to 
the Fulton Committee papers — some of the fruits of which appear here, though Fry rightly 
perceives the Fulton report and its aftermath as being exercises in Fabian superstructural tink- 
ering rather than in anything remotely akin to ‘revolutionary’ change. 

The book traces the fascinating ebb and flow of political debate, particularly within the 
Conservative Party, about the nature and role of the civil service. In particular, the author 
sets out to refute the conventional view that the Thatcher government's radical approach to 
civil service reform was a departure ‘from traditional Tory attitudes towards the career civil 
service which were supposed to have previously treated that Service as being akin to an estate 
of the realm.’ The author demonstrates, convincingly enough, that pre-Thatcher Conservative 
perceptions of the Civil Service — from the era of Lord Salisbury to that of Edward Heath - 
were often much more ambivalent and complex than is commonly 

In passing, there are many striking reminders that (apart from those parts of the Fulton 
report that are now commonly cited, with hindsight, as foreshadowing later exercises in 
accountable management and ‘agentization’) New Public Management ideas and rhetoric were 
current in Conservative circles long before the 1980s. Just to take one instance, the following 
is an extract from an Aims of Industry pamphlet by Nicholas Ridley, in 1973, when Heath 
was still prime minister: 

. there are in fact a whole mass of functions which can easily be classified as administrat- 
ve, and hived off to be run by a public agency .... Each of these functions should be 
separated from direct control by Whitehall, and set up as a separate agency with its own 
Chief Executive. The Chief Executive should operate with precise terms of reference, and 
be personally responsible for his agency’s standard of efficiency, including any mistakes 
made by his subordinates. He should make periodic reports to parliament.’ 


Apart from the exclusive references to the male gender this passage could have been re- 
employed, word for word, fifteen years later, as a trailer for the Ibbs report. 

The last chapter, ‘From Reform to Revolution in the British Civil Service?’, is the most inter- 
esting and the most diffuse. The author goes further back in tume, to Northcote Trevelyan, to 
explain the origins of the main characteristics of the traditional civil service. He also tries to 
tease out the definitive characteristics of an administrative revolution, calling in aid, on the 
one hand, Geoffrey Elton’s magisterial studies of the “Tudor Revolution’, and, on the other, 
the Dahl-Lindblom incrementalist models of decision making and derivatives thereof. He con- 
cludes rather lamely that ‘since there is no universally agreed definition of what constitutes 
a revolution, whether or not the order of change brought about in the Civil Service during the 
Thatcher era has been revolutionary has to be a matter that cannot be settled beyond dispute.’ 

Fry’s has a deservedly high reputation as an historian of the civil service: this book is 
impressively thorough and scholarly, and it does throw useful light on the complex politics 
of reform. But while it is well written, it is not entirely reader-friendly. Each chapter is packed 
almost to bursting point with supporting quotations and source citations, and this makes them 
a useful quarry for scholars of administrative change and New Right politics. But it is some- 
times difficult to follow exactly what point is being made and the use of theoretical material 
seldom does much to elucidate the arguments. 

Fry’s preface notes that some of his previous interpretations of administrative reform have 
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been subject to misplaced criticism, and he surmises that the arguments in this book may not 
find universal favour. However, one frustrating feature of the book, its merits notwithstanding, 
is that the general object of the exercise is not altogether apparent and it would be hard for 
an unfriendly critic to locate a clear target at which to aim. 


Gavin Drewry 
Royal Holloway, University of London 


THE CHANGING ORGANISATION AND MANAGEMENT OF 
LOCAL GOVERNMENT 


Steve Leach, John Stewart and Kieron Walsh 
Macmillan, 1994. 276 pp. Price not known 


This is an attempt by three senior members of the staff of the Institute of Local Government 
Studies (and published before the untimely death of Professor Walsh) to document what might 
be called ‘the state of the art’ in British local authority management. It is generally successful 
and it draws on a wide range of contacts and close involvements with local authorities, mainly 
in England. As such, it gives the lie to the suggestion that it is not possible to ‘upload’ from 
consultancy to good academic analysis. 

The authors’ starting point — that public management 1s different from private sector man- 
agement and that local government management 1s different again — may seem commonplace 
to academics ın the field and to practitioners in local government. It is worth restating, and 
more importantly, it is worth justifying as the authors do, given the political (though not the 
intellectual) resilience of the view that panaceas for the ills of the public sector are readily 
available for intersectoral transfer from private enterprise. The passages (stylistic analysis sug- 
gests them to have been written by Stewart) in which the organizational and purposive distinc- 
tiveness of the local authorities is described and argued are among the strongest in the book, 
and the authors succeed in placing that distinctiveness within the more general context of 
organizational theory. Structurally, the one serious fault in the book is the inclusion of the 
chapter on ‘Managing People’ which is only tenuously connected to the unifying themes of 
the book. It is an important issue in organization and management and it deserves a more 
rigorous treatment than it receives here. 

There are also some other weaknesses, though none of them disabling. There are times when 
the balance between description and analysis is unclear. The authors have had the advantage 
of access to processes of managerial and organizational change in a range of local authorities 
and in some ways this book aims to generalize from the particular concerns of their work for 
the Local Government Management Board on ‘well-managed authorities’. (In passing, it is 
worth noting that it is not until very late in the text, p. 256, that there is a definition of what 
‘well-managed’ means and even then ıt 1s far from compelling). They adduce examples from 
that work but they do not always make it clear whether these are presented as exemplars of 
good practice, illustrations of general developments or support for their analysis of the chang- 
ing nature of public sector management. 

In some places, the authors run the risk of appearing naive, as when they say (p. 178) that 
‘accusations of self-interest cannot be levelled against consultants’ proposals in the same way 
that proposals emerging from within the local authority ... are vulnerable to such charges’; 
or when they say (p. 122) that ‘the position of the Chief Executive m industry involves no 
[political] role’. In both cases, it is possible to know what they mean, but it is not what they say. 

As with most multi-authored books, there are conflicting styles of writing. However, those 
familar with the previous work of the authors will know who was mamly responsible for 
what. What is not clear is who was responsible for an over-reliance on the spell check function 
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of his computer. There are no ‘misprints’ in the old style but some wonderful examples of 
what you get when you forget that a spelling checker will not alert you to those egregious 
errors that occur when poor typing produces real words. This book has far too many of these: 
the finest is on p. 204, where there is a reference to ‘the post-modern ear’. 


Alan Alexander 
University of Strathclyde 


EXPLAINING ECONOMIC POLICY REVERSALS 


Christopher Hood 
Open University Press, 1994. 167 pp. Price not known 


Christopher Hood’s book is interesting, stimulating and an enjoyable read. It is also unsatisfac- 
tory, frustrating and irritating. Hood’s breadth of knowledge of a diverse Hterature is 
adequately displayed. He ranges widely across economics, social theory, management and 
political science. This breadth, however, has sacrificed depth of argument and, often, under- 
standing. Important topics are treated superficially. The arguments deployed, which are at 
times impenetrable, are too cluttered. This is a great pity because there are some fine nuggets 
of good argument to be found. 

Hood's subject is policy change. The title of the book ‘policy reversals’ is quite misleading 
because it implies that policy changes represent a return to a previous dominant state of the 
world. The questions that he seeks answers to are, 


‘if there was indeed a mass policy extinction, why did it occur when it did? Could it have 
been predicted with better social theories? Was it the underlying facts of political life that 
changed or the basic theories which were fundamentally wrong. These questions form the 
starting point of this book.’ 


A number of alternative models of policy change are advocated: the force of new ideas; 
pressures of mterests; changes in the external policy environment; internal policy and insti- 
tutional weaknesses. These are not, as Hood correctly points out, mutually exclusive models. 


A secondary agenda which permeates this book is a not so veiled attack on economists. 
Hood claims on page three that economics in this book only has a walk-on part. It seems that 
every time an economic theory ‘walks on’ a wet sponge is thrown at it. Because Professor 
Hood is a highly regarded and widely read political scientist students who read this book 
should be aware that often his sniping asides at economics reveals a lack of understanding 
of economists’ research agenda and methods rather than a profound critique of their results. 
It is a bit rich to chide economists for failing to predict policy changes such as privatization. 
How well did political scientists or public administration specialists predict the break up of 
Russia; the reunification of Germany; or the emergence of the new public sector management. 
Underlying Hood’s criticism is a misunderstanding of the role of much economic (and indeed 
social) theory. It is not to predict (forecast). Rather it is to provide explanation and understand- 
ing. Most social science theories, to the extent that they do predict, at best explain the direction 
of change and not the timing of change. A trend is a trend ~ when will it bend and when 
will it end? These are deep issues of methodology which Hood skates over. 

The differences which exist between competing economic theories are often not as great as 
is often assumed and are exaggerated by sensationalists. Also, quantum changes in economic 
theories are rare. The development of economic ideas is more like evolutionary progression. 

It is not possible to comment upon each chapter. Selective comments on specific chapters 
will highlight some general problems. The chapter on public spending and employment con- 
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tains a useful survey of alternative theories of the growth of government. It does, however, 
say very little that is of interest about what has happened to public spending, i.e.: the growth 
in transfer payments; cut backs in capital spending; cash limits; changes in the mix of public 
spending. Hood’s interpretation and representation of some of the economic theories that he 
deploys are technically not accurate. Which interpretation of ‘Wagner’s law’ does Hood sub- 
scribe to ~ we are not told. Baumol’s thesis is about relative shares. It 1s not clear whether 
Hood is discussmg changes in the absolute size or the relative size of the public sector or 
between nominal or real public expenditures. These distinchons are crucial. 

Hood doesn’t explore the foundations of the rather elementary argument that in order to 
deliver reductions in marginal tax rates and the public sector borrowing requirement then 
public spending needs to be cut or its rate of growth has to be reduced, depending upon 
assumptions made about real income growth. It is also surprising for a political scientist that 
Hood does not focus on the fact that many economic theories only allow public spending 
to rise if policy decisions are made to allow it to. There is nothing inevitable about public 
spending growth. 

The chapter on privatization contains similar weaknesses. Privatization is defined very nar- 
rowly and is almost confined to the sale of assets. Competitive tendering is another form of 
privatization. Just as governments did not need to natonalize nor did they need to privatize. 
They could have achieved the same policy objectives by a policy of public utility regulation — 
keeping the ownership of the assets in the public domain and changing the incentive structure 
and the rules of the game. Privatization, however, provided revenues which helped to deliver 
reductions in the PSBR and marginal tax rates Privatization also gave the appearance of rol- 
ling back the frontiers of the state. Why did other countries choose privatization policies at 
the same time? Is there a demonstration effect that Hood doesn’t pick up? 

When discussing ‘monetarism’ what version of monetarism ıs being used ~ there are alterna- 
tives to choose from wluch Hood seems to be unaware of. Was all Keynesian macro-economic 
policy reversed ~ did any of ıt survive? If so which elements and why? Indeed, which version 
of Keynesianism was reversed? 

These selections are intended to question whether or not Hood has provided sufficient detail 
of what was changed To discuss policy dynamics it really is important to understand the 
precise content of the old policies and the new. This is not adequately presented in this book. 
Policies such as monetarism, Keynesianism, privatization, progressive taxation, etc. are defined 
in the crudest of ways. This does not aid understanding of policy changes in the UK let alone 
enable students to make international comparisons. Hood does not provide an adequate expla- 
naton of policy dynamics which severely constrains his discussion of policy reversals 

Finally, why in chapter 4 ıs Hood prepared to praise Scharpf’s game-theoretic model with 
all of the restrictive assumptions that it implies but he is critical of the unrealism of economic 
models? It is not clear what criteria Hood uses to choose one theory rather than another. 

Hood has identified an important and interesting research topic. Little is known about policy 
dynamics and Hood has usefully opened up one door which gives access to understanding 
the topic. There are, however, mysteries residing behind other doors which have yet to be 
explored. This book 1s a useful starting point but it only provides a partial explanation. 


Peter Jackson - 
University of Leicester 
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MEASURING OUTCOME IN THE PUBLIC SECTOR 


Peter Smith (ed.) 
Taylor and Francis, 1996. 212 pp. £39.00 (hard), £14.95 (paper) 


I thoroughly enjoyed reading this topical and timely book. The book is an output from a 
series of seminars on measuring outcome held at the University of York. Chapters on outcome 
measures across a range of public services are sandwiched together by a preface, introduction 
and conclusion by the book’s editor, Peter Smith. 

Peter Smith clearly sets out the importance of measuring outcome and many of the difficult- 
ies and dilemmas involved in defining an agreed set of desired outcomes, deciding what to 
measure and in finding ways of measuring. The contributors’ chapters illustrate Smith’s points 
through case studies of outcome measurement in a number of public services. 

Contributors’ chapters, with the exception of one chapter, spread between two camps. The 
first camp comprises af those who talk about the emphasis which is now being placed on 
developing outcome measures but which conclude by saying that not much has been achieved 
and that outcome measurement is important but problematic. Situated around the first camp 
are five of the contributions: Huw Dixon and John Sucklings’ chapter, ‘Outcome Measures in 
Higher Education’; Antony Fowles’ chapter, ‘Outcome Measurement in the Criminal Justice 
System; Andrew Nocon and Hazel Quershi’s chapter, ‘Outcome Measures in Community 
Care’; Peter Kemp’s chapter, ‘Outcome Measurement in the Management of Social Rented 
Housing’ and Meg Huby’s chapter reviewing her work for the Department of Social Security 
to evaluate the social fund. These chapters provide insightful descriptions of the development 
of performance measurement in each of the areas and set out the fact that the early 1990s 
launched the pursuit of outcome measures. Other points which stuck in my mind were: 


Meg Huby’s point that the Social Fund’s unspecific objective to ‘target help on the areas 
of greatest need’ may be deliberately vague to make the government’s desired outcome — 
reducing social security expenditure — more palatable to other stakeholders. Obfuscation 
in objectives of course makes it particularly difficult to evaluate outcomes. 


Anthony Fowles’ comment that the main barrier to developing effective outcome measures 
in criminal justice is the organizational boundaries of the many players in the criminal 
justice sphere. 


Hazel Quershi’s point that having measures of outcome is only useful if staff are willing 
to use them. 


Peter Kemp’s illustration of the conflict between the desired outcomes of different stake- 
holders — tenants want lower rents as this represents better value for money for them 
whilst higher rents might be the desired outcome for many tax payers. 


The second camp comprises those contributors who largely focus on the steps which have 
been or could be taken to progress outcome measurement. In and round this camp are: Alan 
Williams’s chapter outlining his work on developing outcome measures in health and health 
care; Ana Rico’s chapter developing outcome measures for Schools through multi-level model- 
ling; Roy Carr-Hill and John Lintott’s chapter on societal outcome measurement across Europe; 
and Rebecca Boden and Anne Corden’s chapter on the mmportance of including needs evalu- 
ation in any audit of the success of public services. 

The third camp comprises one chapter by Jonathan Bradshaw, Laura Aouwknegt and Hilary 
Homes on measuring poverty. The chapter is a well written revisiting of the well-rehearsed 
subject of how to measure poverty — but I am not sure that this chapter fits with the rest of 
the book. The chapter’s authors themselves comment that poverty is not really a measure of 
outcome and that most measures focus on income. 
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I would recommend this book for everybody with any interest ın the development of pub- 
lic services. 


Patricia Greer 
Office for Public Management 


PUBLIC SECTOR MANAGEMENT, VOLS I AND II 


John Bourn 
Dartmouth Publishing Company Limited, 1995. 735 pp. £160 


In recent years there has been a proliferation of books on public sector management. Most 
contributions are constrained by space and consequently the breadth of consideration is lim- 
ited. These volumes, however, are certainly not constrained in breadth with 59 essays on 
public sector management presented, most reprinted from the main public administration and 
management journals. 

The clear advantage of such a collection of essays is that it allows the subject matter to be 
considered from a variety of theoretical standpoints. These volumes allow the reader to dip 
mto the main debates in public management and view them from a variety of angles. Such 
a contribution to the subject literature is invaluable to students of public management. 

Within the volumes the essays are organized into six distinct, yet complementary, sections. 
These sections trace and analyse the development of public management from the origins and 
principles of bureaucracy to recent developments including privatization, agencification and 
contractorization. Along the way the essays consider practice and problems in bureaucratic 
organization and new directions in public management including essays on networks, post- 
modernism and public choice. 

When reviewing such a work the main question to be asked must be ‘does the work achieve 
what it set out to do?’. The answer for this work is both ‘yes’ and ‘no’. The essays included 
are introduced as seminal yet not widely reprinted or generally available. The essays may be 
seminal but a good proportion are reprinted from the main journals and most are easily avail- 
able from the usual sources. However, a book that pulls together main works will always be 
useful even if only for ease of effort. The main problem with the selected essays is that there 
are relatively few that document the changes that have occurred in public sector organization. 
The theory is aptly covered but without providing the ‘nuts and bolts’ of what has actually 
happened in organizations in the front line of service provision. For students who want a 
chronology of public sector management over the recent past, these volumes are not for them. 
For example, there are no essays 'that deal extensively with the mechanics of change in local 
government, health services, and the civil service. These volumes are excellent for students 
who want an overview of change or understanding of the contexts and issues in the manage- 
ment of public services. They do not provide an exposition of ‘what happened to what, when 
and why’. This omission may be deliberate and certainly will prolong the shelf-life of the 
volumes. Shelf-life may also be extended through selection of essays, many not only consider 
current debates but consider likely future developments in public sector management based 
on various political and economic scenarios. The reader does get a feeling of how public sector 
management may change and develop. 

On presentational grounds these volumes somewhat defeat their own purpose. Only a name 
index is provided; there is no subject index to aid the ‘dipping in’ process. The only guide to 
content is provided by the essay titles themselves and brief introductions in the main section 
abstracts. Even more frustrating 1s the fact that the essays are reprinted m the exact form in 
which they first appeared. This means that throughout the volumes a variety of different 
referencing systems are used, typefaces and fonts vary, and any feeling of connection between 
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the essays is lost even where essays appear m the same section. These volumes are not parti- 
cularly aesthetically pleasing or user friendly. The editor provides a concise, thought-provok- 
ing introduction to the volumes but there is no summary or epilogue. It may be argued that 
presentation is not as important as content but at £160 for two hardback volumes better presen- 
tation may be expected. Further, the presentation detracts from the content; it gives the 
impression that these essays are thrown together haphazardly. This is not the case and the 
content should not be viewed as less than first class for students of public management con- 
cerned with theoretical issues. 

Public Sector Management — Volumes I and I are more than they initially appear. They do 
provide the reader with a wealth of information and greater understanding of the main issues 
in public sector management. They will be useful for undergraduate teaching but are probably 
best suited to postgraduate teaching and certainly deserve to be in every library. Unfortunately 
at £160 they are unlikely to become as widely read as they should be. 


Janice McMillan 
The Robert Gordon Untversity 


MANAGING POLICY CHANGE IN BRITAIN: THE POLITICS OF 
WATER 


William Maloney and Jeremy Richardson 
Edinburgh University Press, 1995. 185 pp. £39.50 


The British water industry has gone in the space of twenty years from a quiet back-water of 
little political interest to being of considerable significance not only in terms of specific debates 
about directors’ pay-levels and issues of water quality and quantity but also in terms of more 
general concerns about the nature of regulation and the impact of the European Union on 
national policy-making. 

This book charts the progress of the water mdustry in Britain through the stages that have 
led up to what the authors refer to as the shift from ‘the private management of public business 
to the public management of private business’. It attempts to be more than simply a case- 
study of this process of change, however, and also seeks to investigate the utility of the policy 
network approach for understanding the dynamics of the policy-making process. 

Of these two aims the case-study is far more successful in achieving its objectives. The twists 
and turns of policy change are explored in great depth, identifying the shifting preoccupations 
of policy makers and the changing patterns of group involvement that the water sector has 
seen over the years. The emphasis is firmly placed on the participants in the process and the 
motivations, tactics and strategies that they have pursued. As such it has all the virtues of 
standard neo-pluralist analyses in clarifying the precise shape that the process of policy-mak- 
ing has taken and can be highly recommended as a case-study. Unfortunately it also has all 
of the weaknesses of standard neo-pluralist analyses as well, particularly in so far as the wider 
context and structure of the policy process is treated as an exogenous variable rather than as 
a component element of it. 

This weakness is most apparent when the policy network approach is discussed. The major 
criticism that is levelled at the approach is that it fails to account for the specific processes of 
policy-making. Given that the approach is concerned with the structure of group involvement 
rather than the processes of this involvement this criticism seems to be aimed at the wrong 
target. Rhodes and Marsh in a recent article in Talking Politics have emphasized that to under- 
stand the processes of policy-making the network approach needs to be added to by both 
micro- and macro-theories of political activity and power: by itself the approach is unable to 
deal with issues of process. 
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A further criticism is that the stable network for water policy that existed up until the early 
1980s became fractured by a succession of exogenous factors that led to policy change being 
dependent not upon the activities of the ‘core’ network but upon external actors and forces. 
The exogenous factors that are identified, however, depend upon definition. The movement 
towards privatization of the industry and the clashes between the key regulatory elements of 
the post-privatization system, the National Rivers Authority and OFWAT, are seen as being 
exogenous to the ‘core’ water network. It could be convincingly argued, however, that these 
were both an integral part of this ‘core’ which leads to a different reading of the evidence 
than the authors provide. 

The conclusions of this study make interesting reading in the light of the criticisms that are 
made of the network approach in so far as the old ‘core’ of established insider groups is still 
seen to exist. This core may be operating in a new world of changed concerns, issues, organiza- 
tions and actors but its survival is indicative that there may be more to the structural argument 
of the networks approach than the authors allow. 

There are major criticisms of the network approach to be made. It is unlikely that any neo- 
pluralist analysis is likely to be able to make them. The strength of this book, then, lies in its 
case-study material. As such it is very strong ~ but not as strong as it might have been. 


Clive Gray 
De Montfort Untversity 
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